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Gabelli Asset Management Inc.

~ our next 25 vears ~

~ Creating Wealth Through Research -

Mission Statement

To earn a superior risk-adjusted return for our clients over the long-term
by providing value-added products through our proprietary Private Market Value
(PMV) with a Catalyst fundamental research.

By earning returns for our clients, we will be earning returns for all our
stakeholders:

® Our Shareholders
@ Our Professional Staff

i Our F irst 25 Years — Our Next 25 Years

We started Gabelli in 1977 employing what at the time was a rather unconventional approach to equities
valuation. In the 1960s and early 1970s, Wall Street and the overwhelming majority of investment advisers
focused almost exclusively on growth and on net profits expressed as eamings per share. We added to this
metric a far better barometer of a company’s value: free cash flow, defined by us as earnings before
depreciation, interest, and taxes (EBITDA) minus capital expenditures. We also looked for a “catalyst”, an
element of change that would surface value and help us earn a satisfactory rate of return on our investment.
We labeled our approach “Private Market Value (PMV) with a Catalyst” investing, and in the intervening
twenty-five years it generated excellent absolute returns for our clients and became standard operating
procedure for a generation of value investors.

On a nominal return basis, it will be a challenge to duplicate our success over the next twenty-five years.
However, our culture, with its roots in fundamental research and time tested value principles, should
continue to be productive, both in the U.S. and global equities markets. As always, we remain dedicated to
the high quality client service that has helped our firm stand out among its peers.

Just as Warren Buffett encourages his shareholders to consume Berkshire’s products and services, we
encourage you to “invest with us.”



- GROWTH -
Building Blocks

Financial Highlights

Gabelli Asset Management Inc.
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(in thousands except assets under management and per share data)

December 31, CAGR®
Pre IPO 12/31/94-
1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 12/31/03
Assets under management
(in millions, at period end) $ 7.983 $ 9,279 $ 9,525 $ 13,297 $ 16300 § 21934 $ 23551 § 247601 S 21249 § 27,559 14.4%
Income Statement Data "
Revenues $81,445  $89310  $98,168 $105276 $138,187 $176262 $233,918 $224,414 3$209,959 $207,437 12.3
Operating income before
management fee® 31,465 33,242 40,015 43,115 59,215 75,508 100,210 104,773 99,195 83,716 13.3
Net income 14,222 16,391 18,182 21,323 28,695 45,694« 57,995 61,098 53,312 49,844 16.4
Net income per share - diluted $ 059 $ 068 % 076 $ 089 $§ 120 $ 1532 § 1% $ 203 $ 176 § 165 13.5
Year end shares outstanding 24,000 24,000 24,000 24,000 24,000 29,699 29,519 26,828 29,881 30,050

(a) CAGR - Compound annual growth rate. (b) Based on adjusted historical financial information. (c) See Notes on Non-GAAP Financial Measures on page 12 (Note

C). (d) See Notes on Non-GAAP Financial Measures on page 12 (Note A).

Assets Under Management Revenues Operating Income
104.
il P2 53244 el 2222
$24.8 Fzm.; 207.4 $83.7
$21.9 3238 $21.2 176.3 $75.5
$59.2
$16.3 s138.2
$13.3 $43.1
105.3 ] 0.0
P s69.3 §88.2 531 5 ssa 2 P
sa0 22 $9.5 o $81.4 : 0
1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 1994 1995 1936 1957 1998 1990 2000 2001 2002 2003 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003
$ in billions $ in miflions $ in millions
Shares Outstanding EPS Growth Balance Sheet
Assuming Fuli Conversion Selected Highlights
$1.94 $2.03
Shares Outstanding - Actua! 30,050 ] $1.76 1RO December 31,
5153 1,65 2/99 1999 2000 2001 2002 2003
Mand. Cvt. Note (February 2005; share price Cash and
range $39.40 - $46.50) ' 2133 $1.20 investments(®) $162 $188 $260 $413 $518 $676
$100 mil Cvt. Note @ $52/share 1,923 , sors $0.89 Debt $50 $50 $50 §50 $185 $284
options g50 “’ 59 Equity $111 $148 $202 $275 $322 $378
Shares Outstanding - Fully diluted 35.056
(a5 of 12/31/03) 1694 1985 1996 1997 1998 1999 2000 2001 2002 2003 $ in millions
(e) See Notes on Non-GAAP Financial Measures on page 12 (Note B).
our next
twently five yeare
research-driven growth
Mutual Funds: 1-800-GABELLI e  Separate Accounts: 914-921-5020 e  Alternative Investments:

www. gabelli.com/gamco
Douglas R. Jamieson

www.gabelli.com/funds
Jason G. Swirbul

wwny. gabelli.com/alternatives




Gabelli Asset Management Inc.
— our next 25 years -

-~ Absolute Returns -

GABELLI ABC FUND

10 YEARS

5/14/93 -12/31/03

According to Lipper Inc., Gabelli ABC Fund is one of only three equity oriented funds (among 1658
funds) which have had positive total returns in each of the last ten calendar years.

Gabelli ABC Fund is a no-load, open-end, non-diversified, management investment company whose
investment objective is to achieve total returns that are attractive to investors in various market
conditions without excessive risk of capital loss. Investments will be made based on management’s
perception of their potential for capital appreciation.

GABELLI ABC FUND

11.1% 10.9%
9.0%

1993* 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003

Past performance is no guarantee of future results. 4.94%, 5.99%, 7.70%, and 8.10% are the one year, five year, ten year and life of
Fund average annual returns for the Gabelli ABC Fund through December 31, 2003. The average annual returns and total returns shown above
are historical and reflect changes in share price, reinvested dividends and capital gains and are net of expenses. Investment returns and the
principal value of an investment will fluctuate. When shares are redeemed, they may be worth more or less than their original cost. Current
performance may be lower or higher than the performance data presented and is available on the internet at www.gabelli.com Resuits for 2002
and 2003 would have been lower if certain fees had not been waived since April 2002. Investors should consider the investment objectives,
risks, charges and expenses of the Fund before investing. The Fund is closed to new investors except for those who invest directly with the
Fund with a minimum initial investment of $50,000. Lipper Inc. is a nationally recognized organization which tracks performance of all registered
investment companies. *From commencement of operations on 5/14/93. To obtain a prospectus and current performance, contact Gabelli &
Company, Inc., the distributor, at 800-GABELLI. The prospectus contains more complete information about this and other matters and
should be read carefully before investing.
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~ our next 25 years «

— Invest With Us -

In 23 out of the first 26 years, GAMCO’s (Gabelli Asset Management Company) institutional accounts, managed in our
traditional value style, experienced positive results. More importantly, the returns earned by the composite exceeded the
S&P 500 by 5.0% on an annualized basis (or in dollar terms, by $4,962 on a $100 investment) with less risk as measured
by the beta of 0.77. The institutional portfolios typically hold fewer stocks than the index with an average market
capitalization of $6.6 billion. Institutional accounts generally have an initial investment of $5 million or more.

- Gabelli Asset Management Company

Twenty Six Year Investment Record

200 1977 - 2003
18.0%+ 18.4%
£ 16.0%
2
S 14.0%] 13.4%
5 12.0%
£ 9.7%
< 10.0%A
B
T 80% 6.6%
é 6.0%- i3
S 4.0%-
2.0%
0.0%
Inflation U.S. T-Bills 30 Year S&P 500 GAMCO GAMCO
U.S. Treasury Bond (Net of Fees) (Gross)
— Expressed Another Way —
GAMCO S&P S00  Russell 2000+ CPI + 10
Number of Up Years 22 21 18
Number of Down Years 4 5 7
Years GAMCO Beat Index 16 17 17
Total Return (CAGR) | 18.4% | 13.4% 13.3% 14.3%
'Total Return 8,269%| 2,594%
Number of Stocks 70 500 2000
Median Market Capitalization $1.2 bn $6.7 bn $466 mm
Mean Market Capitalization $6.6 bn $16.2 bn $580 mm
Beta 0.77

* Calculation of Russell 2000 commenced 1/1/79.




Gabelli Asset Management Inc,

= our next 28 years -

Chairman’s Letter

Fellow Shareholders:
Rebuilding Confidence

One year ago, on April 9th 2003, the world watched the toppling of the statue of Saddam Hussein in Baghdad. Prior to that symbolic
moment, uncertainty regarding the outcome of the war and the prospects for a fragile world economy was extreme. An historic political
and economic inflection point had occurred.

President Bush, in an all-out effort to boost U.S. economic growth and his prospects for re-election, signed his third fiscal stimulus
package in May. This program, the third biggest tax cut in U.S. history, provided broad tax relief. For the consumer, income tax
reductions and credits; for business, accelerated depreciation on capital equipment; and for the investor, a 15% tax rate on dividends and
long-term capital gains through 2008.

A significant element of the 2003 tax code change was the equalization of the tax rate on dividends and long-term capital gains at the
reduced rate of 15%. This facilitates efficient allocation of capital by eliminating the long-standing tax based disincentive for the

payment of corporate dividends.

Investment Outlook

We continue to look for 4% U.S. real GDP growth, higher corporate profits and higher
interest rates in 2004. Stock market gains are likely to moderate this year and be more in line
with the 6-8% average annual increases we expect over the balance of this decade. Our
stock selection process for our value products, based on our proprietary Private Market

Our World
World Equity Markets

$30.1 Trillion

Value (PMV) with a Catalyst research, is currently focused on new investment opportunities
related to trade with China, industrial and agricultural commodities, human aging (such as
dental care and orthopedics), and the rapidly growing U.S. Hispanic population.

. 11.9%
$1.6 Trillion cAGR

SEN

We believe 2004 will be the Year of the Deal. Conditions supporting increased domestic
and cross-border transactions, both friendly and hostile — financing liquidity, low interest
rates, cheaper to buy than build valuations, global competition, the elimination of goodwill
amortization, and a cheap U.S. dollar — are in place. This will accelerate the surfacing of
intrinsic value across a broad range of our clients’ portfolio holdings.

The effect of unprecedented fiscal and monetary stimulus will begin to fade, so we are keeping an eye on the developing investment
backdrop for 2005. Terrorism and high energy prices remain significant concerns.

Our Company - 2003 Highlights

We ended 2003 with a record $27.6 billion of assets under management, an increase of 29.7% from the $21.2 billion on December
31,2002. Assets of each of our three investment advisory business segments, GAMCO Investors, Inc., Gabelli Funds, LLC, and Gabelli
Securities, Inc. were at record levels entering 2004.

Our common stock, which trades on the NYSE under the symbol “GBL”, ended the year at $39.80. Since its initial public offering in
February 1999, GBL shareholders have earned a total return of 128% through December 31, 2003, versus a decline of 4.5% for the S&P
500 Index during the same period.

The Gabelli Dividend & Income Trust (NYSE: GDV), our new closed-end fund that invests primarily in dividend-paying equity
securities, was introduced in November, generating gross proceeds of $1.46 billion. The initial public offering of GDV was among the
largest general equity closed-end fund offerings in history and its success underscores the power of the Gabelli brand and our team
managed products.

Our financials were bolstered as our earnings, while dipping to $1.65 per diluted share from $1.76 in 2002, ended 2003 on a solid
note with fourth quarter earnings of $0.54 per diluted share, up over 30% from $0.41 in the final quarter of 2002. Our balance sheet
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Gabelli Asset Management Inc.

= our next 25 yers -

liquidity benefited from incremental retained earnings in 2003 and our $100 million offering of ten-year 5.50% senior notes in May. This
strength provides us with a margin of safety as well as the flexibility to consider future acquisitions and joint ventures.

Our corporate investment portfolio made significant capital commitments in our own funds in 2003 and also increased our ownership
in the money management firm of Westwood Holdings (NYSE: WHG) to nearly 12%.

Business Strategy

To achieve our objective of enhancing client returns on a risk-adjusted basis, thereby
increasing assets under management and profitability, our business strategy targets | A Century of Investing
international growth of the Gabelli franchise through the leveraging of our corporate | Compound Annual Rates of Return
strengths including the Gabelli brand name, outstanding long-term investment performance, o ”sﬁ%i ‘B°=::i E:uf/ Mffn
diverse product offerings and experienced portfolio, research and client service professionals. 02 221 178 17 24
01 -11.9 37 38 1.6
Managing our Capital A -
80's 17.5 12.6 8.9 5.4
We continue to look for ways to manage our capital to increase shareholder returns. In June, 70's 59 55 63 7.4
we started a “dutch auction” tender offer to purchase 800,000 GBL shares or about 10% of 60's 78 14 39 25
the float. However, our shares rose and held above the tender price due to sharp gains in the ooy oS i’
stock market and market dynamics surrounding the acquisition of Neuberger Berger by 30's 01 _43 06 20
Lehman Brothers. To help repurchase shares, we elected a process of buying through a Rule 1926:2003 0% 6O% 38R 30%

10b3-1 Purchase Plan, a so called safe harbor provision.

We paid our first dividend of $0.02 per share on December 15, 2003 to our class A shareholders. The holders of our class B common
stock, Gabelli Group Capital Partners, Inc., agreed to waive receipt of this dividend.

We ended 2003 with over $13 per share of net cash and investments. In 2004 we want to invest more of our capital in various securities or
through acquisitions. We also intend to be more aggressive in our efforts to repurchase our stock and return excess cash to our shareholders.

Corporate Governance

As we did last year, [ would like to comment on corporate governance. First, we continue to challenge the poison pill and believe its
elimination is an important step to ensure checks and balances at the corporate level. Second, like many in our industry, we were both
challenged and saddened by the revelations of widespread improper trading of mutual fund shares. Third, Sarbanes-Oxley continues to
distract management’s attention.

During the year, we were pleased to add Fred Salerno, former Vice Chairman and Chief Financial Officer of Verizon Communications,
and Vincent Tese, Chairman of Wireless Cable International Inc., to our Board of Directors. We would also like to announce that Ed
Artzt, former Chairman and CEO of Procter & Gamble, is joining our Board of Directors and will continue to serve as an advisor to
Gabelli Group Capital Partners. Bob Prather, President and Chief Operating Officer of Gray Television, is also joining our Board. We
would like to thank Paul Guenther and Eamon Kelly for their dedicated past service to our shareholders.

QOur Vision — Share It with Us

We believe we can continue to create significant shareholder value by intensely focusing on our PMV with a Catalyst investment
research and stock selection process, leveraging our brand name and proven performance record, and by creating new products and
entering new markets. We are adding to our investment and research teams in order to uncover more values in the global marketplace,
and are expanding our marketing and client servicing capabilities to enhance our already strong position in many of the markets we serve.
We look forward to the challenge of creating wealth for our clients and shareholders in today’s complex financial markets.

Sincerely,
Huse T G otest:

Mario J. Gabelli
Chairman



Gabelli Asset Management Inc.
~ our next 25 years -

~ GAMCO - To Our Valued Clients -

The cornerstone of Gabelli Asset Management is the “Private
Market Value with a Catalyst” investment approach. Based on the
principles of Ben Graham & David Dodd’s Security Analysis (1934),
developed under Columbia Professor Roger F. Murray in the late 1960s by
Mario Gabelli and placed into practice in the late 1970s, this bottom-up
research process has produced consistent long-term results for our clients
for nearly 30 years.

To place the results of this approach in perspective, over the past
seventy-five+ years, from 1927 through year-end 2003, stocks earned a
compounded return of 10.3% (Ibbotson). Zeroing in more narrowly on
the performance of stocks and their returns since the inception of our
firm in 1977, the S&P 500 has earned a compound annualized return of . Sy
13.4%. Over this time frame, the GAMCO value composite(® generated AMCO's 18th Annual Meeting held on May 16, 2003 at the
a significantly higher net return of 18.4%. Waldorf Astoria, New York City.

Simply stated, if you had entrusted $1 million to GAMCO in 1977, the value of that $1 million would have grown to $103
million® at the end of 2003, a vastly greater sum than the $27 million, had the same $1 million been invested in the more volatile
basket of stocks represented by the mindless S&P 500. Coupling the favorable tax treatment of dividends along with our willingness
to hold securities for a year and a day, helped to contribute to the absolute return, especially for the tax sensitive, fundamental bias of
our customized separate accounts.

Over the last seven years, the GAMCO value composite has materially outperformed the S&P 500 in up and down markets. For
the three years ended in 1999, the S&P 500 was up 27.6% on an annualized basis while the GAMCO value composite generated
compound returns of 30.6%. More importantly, in the three years ended in December 2002, where the market was down an average
of 14.6%, the GAMCQO value composite was down only 4.4%. Our positive results as compared to the S&P 500 also continued in
2003. GAMCO’s investment approach captured the upside in rising markets and preserved wealth for our clients in one of the worst
bear markets. These results are depicted in the chart below.

Performance 1997 to 2003 |
GAMCO Value vs. S&P 500 Index

-Up Market- -Down Market- -Up Market-
30.6% . 33.8%
27.6% 28.7%
2000 - 2002
CAGR

Gabelll  S&P 500

Gabelli S&P 500 | Gabelll S&P 500
4.49
1997 — 1999 % 2003
CAGR
14.6%

[

(a) The GAMCO value composite represents fully discretionary, tux-exempt accounts managed for at least one full quarter and meeting minimum account size requirements.
The initial size requirement for inclusion in 1985 was $500,000; 1986, $! million; and 1987, 85 million. The performance calculations include accounts under
management during the respective periods. As of 12/31/03, the GAMCO value composite included 49 accounts with an aggregate market value of $3.6 billion. No two
portfolios are identical. Accounts not within the size and type may have experienced different results. GAMCQ’s performance results are computed on a total-return basis,
which incudes all dividends, interest and accrued interest, realized and unrealized gains and losses. Past performance is no guarantee of future results. Returns are
presented in U.S. dollars. The inception date of the GAMCO value composite was 12/31/77.

(b) This amount represents the total gross investment value before advisory fees if the $1 million were invested identically to the GAMCO value composite: the total net
investment value, which includes deductions for advisory fees, would have been $84 million.

6



Gabelli Asset Management Inc.

= owr nexs 25 vears ~

The Year in Brief

In 2003, the market dropped sharply in the months preceding Operation Iragi Freedom but rose sharply through the second quarter.
Indeed, the stock market indexes showed substantial returns in 2003, with the S&P 500 up 28.7%. The GAMCO value composite was
up in the 30%+ range, well in excess of our long-term hurdle of 10% plus inflation. GAMCO generated these long-term results with
lower volatility than the overall market. In other words, the composite’s valuation fluctuated less dramatically than the overall market.
Not only was there less volatility than the market, but taxable investors kept more of what they earned. The Gabelli investment style
generates long-term capital gains which is particularly important following the drop in long-term capital gains rates to 15% as a result
of The Jobs and Growth Tax Relief Reconciliation Act of 2003 enacted this past May.

Gabelli’s investment tradition is research-driven. Our research-intensive process is to gather the information on companies and their
industries, to array the data and project the financials using all the available resources. Our objective is to provide superior information
that can then be implemented in the judgment process.

GAMCO Investors finished 2003 with over $13.0 billion of assets under management, an all-time record and an increase of over
30% from the previous year end. As has been the case for the past 27 years, the majority of assets entrusted to us were in value accounts
— $12 billion at the end of 2003 — with the balance in our growth and international growth investment styles. The increase in assets under
management was principally due to portfolio appreciation and was not the result of significantly more accounts. GAMCO completed
the year with just under 1800 clients, 1480 of which were high net worth clients. We had 42 client relationship and marketing individuals
at the end of the year, all with a common goal, to generate superior investment results and service for our clients.

In 2004, GAMCO continues to expand its sales and marketing staff, building opportunistically in markets that can grow on the firm’s
inherent strengths — research focus, buy and hold strategy and strong long-term returns using a consistent investment approach. We invite
our shareholders and prospective investors to contact us. We are convinced that our Traditional Value as well as our large cap equity
products — growth, value, international and global — have a place in your investment plan.

Socially Responsive Investing

Socially Responsive Investing (SRI) is defined as the integration of an individual’s or organization’s mores and societal concerns
with their investment decisions. Religious organizations, colleges and universities, state and city pension funds as well as individuals
embrace SRI investing today. The Social Investment Forum recently reported that SRI assets have grown from $40 billion in 1984 to
over $2.1 trillion in 2003, representing 11% of the total universe of investment assets. Stated another way, one out of every nine dollars
under management in the United States is invested in some form of SRI. Separate accounts, at over $1.9 trillion, are the largest part of
the market.

At Gabelli, each socially aware investor has a unique set of social guidelines. The goal is to be responsive to the unique guidelines
established by clients and incorporate these guidelines into individualized equity portfolios, customized to meet the needs and objectives
of each client. The SRI team, headed by Christopher C. Desmarais, Senior Vice President and Director of Socially Responsive Investing,
developed a screening overlay process that leverages the firm'’s existing research capabilities while simultaneously addressing the needs
of a wide range of institutions and individuals with very specific social concerns and restrictions. The firm continues to work with an
expanding base of institutions, individuals, religious organizations, foundations and endowments in managing customized, socially
screened separate accounts.

Sincerely,

N

Douglas R. Jamieson
GAMCO - Chief Operating Officer
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~ NYSE Listed -
Our Five Closed-End Funds

The Gabelli Equity Trust Inc.
GAB - Original Listing
August 14, 1986

The Gabelh CGlobal
Multimedha Tross, las
. . (e a3y /
Ny gl Lstmg
Noviarvbe: 15, 1994

The Gabelli Global
Multimedia Trust Inc.
GGT - Original Listing

November 15, 1994

The Gabelli Dividend
& Income Trust

\ GDV - Original Listing

November 25, 2003

e —— e

Gabelli Asset Management Inc.
GBL - Original Listing
February 11, 1999

Gabelli Convertible and
Income Securities Fund Inc.

N The Gabelli Utility Trust GCV - Original Listing
. GUT - Original Listing March 31, 1995
\ July 12, 1999
.
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= our next 25 years —

Mutual Funds

Gabelli Asset Management ended 2003 with $13.3 billion of assets under management in 30 open-end mutual funds and 5 closed-
end funds. Our products offer clients a broad array of investment choices that include value, growth, convertible, non-market correlated,
and fixed income strategies and are available both directly and through financial intermediaries.

— Bruce N. Alpert, Gabelli Funds, LLC, Chief Operating Officer
Open-End Mutual Funds

Over the final nine months of 2003, we experienced a resurgent stock market as the S&P 500 recorded gains of nearly 29% for the year.
The strong market and economic climate led to the highest net inflows into the mutual fund industry since 2000 as U.S. stocks recorded gains
for the first time since 1999. Despite these positive developments, the mutual fund industry was tarnished by the announcement by the New
York Attorney General’s office that it had found evidence of widespread improper trading involving mutual fund shares. These transactions
included the “late trading” and “time zone arbitrage” of mutual fund shares designed to exploit pricing inefficiencies. The inquiries related
to these mutual fund trading abuses are still ongoing but the result will likely lead to increased regulation of the asset management industry.

We commend the work of the regulators and look forward to a mutual fund industry with strengthened controls and increased investor
confidence.

Our Mutual Funds have a long-term record of achieving high returns, relative to similar investment products, and continued to
perform well in 2003. Twelve of our twenty three open-end equity funds that were ranked by Lipper Inc. were in the top half of their
respective Lipper categories for 2003. At December 31, 2003, we had $8.1 billion of assets under management in open-end equity
mutual funds as assets increased 43% during the year. For the five year period - 1998 through 2003, our market share grew
approximately 38% while our shareholder base increased approximately 59%. We continued to diversify our fund lineup giving
investors a wider range of investment options as we introduced The Ned Davis Research Asset Allocation Fund in the second quarter.

We expanded our distribution efforts in 2003 through an increased focus on marketing through financial advisors at national and
regional brokerage firms as well as independent insurance companies to take advantage of the growing trend of individuals seeking
investment advice from investment professionals. As a result, our mutual fund sales through financial intermediaries were our fastest
growing channel of distribution in 2003. Currently, nearly all our funds are available in the multi-class format for sale through national

brokerage and investment houses and other third-party distribution channels on a commission basis. We expect to continue to benefit
from our marketing efforts and enhanced relationships within this channel.

Closed-End Funds
The year ended 2003 was a successful year for clients in our closed-end funds. o fasee Rovember 24, 2003
L]
THANKS A BILLION!
2003 Performance l
. i $1,654,000,000
NYSE Net Asset Investment Premium/ f
Symbol Value Return Return Discount at 12/31/03 |
Equity Trust GAB 41.4% 28.6% 0.25% ] ,
Unlity Trust GUT 18.7 16.5 40.56 1 THE !
Global Multimedia Trust GGT 377 41.7 -14.11 i DIVIDEND &
Convertible & Income Securities Fund GCV 15.5 339 18.43 INCOME TRUST
Dividend & Income Trust GDhv e (a) n/c (a) 3.84
(u) Not comparable, commenced investing on November 28, 2003. GDV - NYSE
Thank you to the many individuals and firms whose involvement made
the Inftial Pubitc Offering of The Gabelli Dividend & Income Trust
The Gabelli Udlity Trust (NYSE: GUT) rights offering in October 2003, whereby _ S
holders of three rights were entitled to purchase one newly issued common share, was T R e EER

heavily oversubscribed as subscriptions received were nearly two times the 5.1 million
shares available to be issued pursuant to the primary subscription.

In November 2003 we introduced The Gabelli Dividend & Income Trust NYSE: GDV), a new closed-end fund that invests primarily
in dividend-paying equity securities designed to take advantage of tax benefits offered by The Jobs and Growth Tax Relief Reconciliation Act
0f 2003. The result was one of the largest general equity closed-end fund offering in history as GDV generated $1.46 billion of gross proceeds
through its initial public and an additional $194 million through the exercise of the underwriters’ over allotment option in January 2004.

Our five closed-end funds, all of which trade on the NYSE, ended 2003 with total assets under management of $3.5 billion giving Gabelli
a 6.8% market share of the equity-oriented closed-end fund market. At December 31, 2003, four of our five closed-end funds traded at
premiums to their respective net asset values on the NY SE reflecting investor confidence in the Gabelli investment philosophy and continuing
demand for these products. We plan to build on our solid foundation in the closed-end market through further investment offerings.
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~ Alternative Investments —

We have been managing portfolios seeking absolute returns since 1977. The Alternative Investment Group, Gabelli & Partners, is
a specialized investment division within Gabelli positioned to utilize the full resources of the organization, while maintaining
entrepreneurial independence and flexibility.

Our goals are simple: in earning returns for our clients, we will earn returns for ourselves, and for the shareholders of GBL. Our
method is focused: we are research-driven fundamental investors and follow the value investing principles articulated by Graham and
Dodd in 1934. Our methodology encompasses the broad spectrum of “PMYV with a Catalyst” investing, which includes arbitrage, special
situations and long/short tactics. Our strategies implement this “Gabelli” event-driven value approach globally, primarily in the U.S.,
European, and Japanese markets.

In the alternative investment marketplace, we manage assets through partnerships, funds and separate accounts. Since our IPO in
1999, our assets have grown nearly 380% and our number of clients has increased over 230%. In addition, our client asset mix has
become more strategically balanced. We have grown from predominantly a U.S. high net worth client asset base to a blended U.S. and
international high net worth and institutional mix. Institutional assets represent more than 65% of assets under management at year-end.
We expect these trends to continue, yet remain cautious in our growth expectations. Nevertheless, product demand should continue as
investors’ asset preservation requirements increase.

Focus, Commitment and Growth

We have developed a scalable platform for both vertical and lateral growth in the alternative marketplace, based on the pillars we
call, “the four P’s”: people, process, products and profits (the latter being of course the former).

Our alternative investment products strive to achieve performance with both a lower volatility and lower correlation to the overall
stock market, thus providing the investor an attractive “alternative” from relative return funds. As such, our hedge fund portfolios have
two positives for the shareholder; they provide earnings growth and earnings stability. Our division is “benchmarked” by superior
absolute performance, and market volatility clearly enhances the competitive profile of our hedge fund product offering.

Gabelli Asset Management is uniquely positioned to pursue new business opportunities in alternative investments, both as a
developer and acquirer of business. In that context, we would like to share some of our business plan. Building on our strengths, we
expect to launch additional sector and multi-manager products in 2004. Additionally, our brand portfolio will develop as we expand
products on a regional, strategy, and client basis. For example, our original asset management brand, GAMCO, being sold in the offshore
market for more than 15 years, has great development potential. We believe a solid branding strategy is essential as we move to our next
stage of development, helping to ensure clarity and success.

Our Portfolios
We offer a family of absolute return products with dedicated teams looking for investment opportunities under the Gabelli, GAMCO

and GAMA Select (Sector) brands. Our portfolios, outlined below, offer the broad spectrum of catalyst-driven value and sector investing
globally:

Merger Arbitrage Value Equity Sector
« Invests in announced mergers « Long/shor, equity event-driven value strategy « Gold, Diversified Energy (Long/Short)
« Seeks to avoid overall market risk and correlation  « Disciplined fundamental Gabelli bottom up approach  » Fundamental, value-oriented approach
» Primarily strategic cash deals » Seeks to avoid overall market correlation » All capitalizations and regions
« Positions increase over time as hurdles are crossed  « Diversification across all sectors and capitalizations  « Offers a mechanism to diversify portfolios
« Seeks steady double digit returns and low volatility  « Apply top down analysis to moderate risk leveraging our sector expertise

We can also individually tailor investment solutions to specific client requirements. If you are a qualified investor, we ask that you
register with us in the alternatives section of our website, www.gabelli.com/alternatives, and we will contact you to further discuss our
investment efforts.

In sum, we remain dedicated to enhancing shareholder value.
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Our Growth Story

OUR BUSINESS
IS BALANCED

Our Business is Balanced
High Net Worth - Since 1977

+ Absolute Return

« Event Driven

+ Tax Sensitive

+ Service Oriented

« PERFORMANCE
« PRODUCTS
« PEOPLE

Current Business Mix

t Separate Accounts {

l Mutual Funds ]

* Over 1,700 Relationships

* Customized Portfolios
- $12.6 Bn AUM

* 30 Open End Punds

* 6§ Closed End Funds

+ $13.3Bn AUM

| Alternative investments |
| Alernatve nvestments |

* $700 mm, AUM

Brands

Gabelli Funds

GABELLI

Family of Funds

— Since the IPO -

| Since the IPO Since the IPO
‘ gglcethi_lpo Benchmark Performance Assets Under Management
r - Feb.11,1999  Dec. 31,2003 % Change
| DJIA 9,177 10,454  +13.9
i 1
| Feb. 11,1999  Dec.31,2003 % Change saps00 1,223 1,112 (8.1) ! Feb, 11,1989  Dec.31,2003 % Change
|
i $17 50 339 80 *1 28% Russell 2000 406 557 +37.2 $1 6 4 $27 6 +68°/°
N . . .
| NASDAQ 2,309 2,003 (13.7)
H
% Change represents total return including dividends i ! 5
i { 3
. ] i
Since the PO | | Since the IPO GAMCO
Financial Metrics ‘\ Feb, 11,1398  Dec. 31,2003 Performance - Separately Managed Accounts
Feb, 11,1999  Dec. 31, 2003 Refationship Centers 2 8 iYear  3Year  5Year
Operating Incoms(a) $59.2 $83.7 % Products 39 L1] V“‘""Y“'"\""S' :‘s‘-f‘l :-: “/-3
) Value - Larga Cap . -2. n/a
EPS 1.20 1.65 I Portiolio M y 18 Growth 33.3 -10.9 -1.9
| Portfolio Managers
| Cashi® 162.0 - 6762 | Small Cap Vatue 39.4 10.0 11.3
Deb-t 50.0 234.0 1 Analysts 10 29 Woodland 5CV 30.3 115 72
Equity 11.0 318.8 X International 9.2 -19 a8
' Marketing 38 7
$ in milions ! (as of 12/31/03) |

(a) See Notes on Non-GAAP Financial Measures on page 12.
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Assets Under Management

(8 in millions)

At December 31

%CAGR
1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 12/94-12/03
Equity:
Mutual Funds . .............. $ 3391 $ 3,875 $3969 $ 5313 $ 7,159 $10,459 310,680 $10,165 $ 8,091 $11.618 14.7%
Institutional and High Net Worth
Separate Accounts . ......... 4,276 5,051 5.200 6.085 7.133 9370 _10.142 _11.513 9.990 13.031 13.2
Total Equity .. ............. $ 7667 $ 8926 $ 9,169 $11398 $14.292 $19.820 §$20.822 $21.678 $18.081 24,649 13.9
Fixed Income: : ‘ ‘
Money Market Mutual Funds .. § 208 $ 236 $ 235 $ 827 §$ 1,030 $ 1,175 $ 1,425 % 1,781 $ 1,963 $1,703 26.3
Bond Mutual Funds ......... 5 5 5 6 8 6 8 9 14 11 9.2
Institutional and High Net Worth
Separate Accounts ......... — — — 928 824 694 859 720 613 504 n/a
Total Fixed Income ......... $ 213 $ 241 $ 240 $ 1761 $ 1862 $ 1.875 $ 2292 % 2510 $ 2590 $2.218 299
Alternative Investments:
Alternative Investments . ...... $ 103 § 142 $ 116 $§ 138 $ 146 $ 230 § 437 $§ 573 $ 578 $ 692 23.6
Total Assets Under Management $ 7,983 $9,279 $9,525 $13,297 $16,300 $21,934 $23,551 $24,761 $21,249 $27,559 14.8
Breakdown of Total Assets
Under Management: .
Mutwal Funds ............... $3,604 $4,116 $4,209 $ 6,146 $ 8,197 $11,640 $12,113 $11,955 $10,068 13,332 ‘ 15.6
Institutional and High Net Worth
Separate Accounts ......... 4,276 5,051 5,200 7,013 7,957 10,064 11,001 12,233 10,603 13,535 13.7
Alternative Investments . ...... 103 112 116 138 146 230 437 573 578 692 23.6
Total Assets Under Management $ 7,983 $9279 $9,525 $13,297 516,300 $21,934 $23,551 $24,761 $21,249 $27,559 14.8

Notes on Non-GAAP Financial Measures

A. Operating income before management fee expense is used by management for purposes of evaluating its business operations. We believe this measure is useful in
illustrating the operating results of the Company as management fee expense is based on pre-tax income and includes non-operating items including investment gains and
losses from the Company’s proprietary investment portfolio and interest expense.

Reconciliation of Non-GAAP Financial Measures to GAAP:

The reconciliation of operating income before management fee to operating income for each of the four quarters in 2003 and 2002 is computed as follows (in thousands):

2003 2002
1st QTR 2nd QTR 3rd QTR  4th OTR Total 1st QTR  2nd QTR 3rd QTR 4th QTR  Total
Operating Income before management fee $18,009 $18,502 $21,596  $25,609  $83,716 $28,117  $26,869 322275 $21,934 $99,195
Deduct: Management fee 1,669 2,097 2,193 3.043 9.002 2,748 2483 2,055 2.247 9533
Qperating [ncome $16,340 $16.405 $19403  $22,566 $74,714 $25,369  $24,386  $20,220 $19,687 $89,662

The reconciliation of operating income before management fee to operating income on an adjusted historical basis is computed as follows (in thousands):

Pre IPO
1994 1995 1996 1997 1998 1999 2000 - 2001 2002 2003
Operating Income before management fee $31,465 $33242  $40,015 843,115  $59215  $75,508 S100,210 $104,773  $99,195 $83,716
Deduct: Other adjustments 2,690 2,025 2,935 1,789 1,957 50,748 - - - -
Deduct: Management fee 6.904 9.423 10,192 10,580 12,246 10.153 11,296 11.325 9.533 9,002
Operating Income $21,871  $21,794 $26,888 $30,746  $45,012 314,607 $88914 $93.448 $89,662 $74,714

B. Cash and investments as adjusted have been computed as follows (in millions):

February 9, December 31,

1999 1999 2000 2001 2002 2003
Cash and cash equivalents $123 $103 $ 69 $305 3311 $387
Investments (marketable securities) _39 _91 191 115 218 228
Total cash and investments (marketable securities) 162 194 260 420 529 615
Amounts payable to brokers _— _(6) - (8) an _(&
Adjusted cash and investments (marketable securities 162 188 260 412 512 609
Investments (available for sale) - = - 7 _ 6 _67
Total adjusted cash and investments %162 $188 $260 $419 $518 $676

|
|
|
|

C. Net income and net income per share

Net income for 1999 as adjusted of $45.7 million or $1.53 per share was computed before non-recurring charges of $30.9 million (net of $19.8 million tax benefit) or
$1.03 per share, respectively. Net income for 1999, including non-recurring charges, was $14.8 million or $0.50 per share.
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Income Statement Data:
Revenues ...
Expenses ...,
Operating income before management fee ... ..
Investmentincome...............................
Interestexpense . ........................ ool
Other income (expense),net................ ....
Income before management fee,
income taxes and minority interest................
Managementfee................ ...
Income before income taxes and minority interest
Incometaxes............coov it
Minority interest. ............... ...
Netincome........................... .

Net income per share:
Basic........ i

Diluted...... ...

Weighted average shares outstanding:
Basic ........... ...

Diluted ................ ...

Income Statement Data:
Revenues ...........................................
Expenses................... ... ..
Operating income before management fee .. . ..
Investment income .................................
Interestexpense .................... .. ... ... ...
Other income (expense), net. ...... ... ...........
Income before management fee,
income taxes and minority interest. .......... . . ...
Management fee................ ... ...
Income before income taxes and minority interest
Incometaxes................ ... ...l
Minority interest. . ... ........... . . ..
Netincome, . ... .......... ................... L

Basic.. ...

Basic ...

- our next 25,\'?(1"&' -
Quarterly Financial Data
2003 - 2002
(In thousands, except per share data)
2003
15T Quarter 2ND Quarter 3RD Quarter _ 47 Quarter 2003 Total
$ 46,053 $ 47956 $51,823 $ 61,605 $207.437
_.28.044 29.454 30,227 35.996 123.721
18,009 18,502 21,596 25,609 83,716
1,690 6,079 4,508 8,863 21,140
(3.011) (3.60%) (4.174) (4,048) (14.838)
(1,321 2474 334 4,815 6,302
16,688 20,976 21,930 30,424 90,018
1.669 2.097 2,193 3,043 9,002
15,019 18,879 19,737 27,381 81,016
5,647 7,099 7,298 10,295 30,339
45 223 137 428 833
$ 9,327 $ 11,557 $12,302 $ 16,658 $ 49,844
$ 031 $ 038 $ 041 $ 0.55 $ 1.66
$ 031 $ 038 $ 041 $ 054 $ 165
29,918 30,025 30,061 30,065 30,018
30,031 30,139 32,170 32,155 32,081
2002
18T Quarter 2NP Quarter 3RD Quarter _4TH Quarter 2002 Total
$ 58,032 $ 57,402 $ 47,320 $ 47,205 $ 209,959
29915 30,533 25.045 25.271 110,764
28,117 26,869 22,275 21,934 99,195
2,093 1,144 1,330 3,543 8,110
(2.728) (3.186) (3.057) (3.006) (11977
(635) (2,042) (1,727 537 (3,867)
27,482 24,827 20,548 22,471 95,328
2.748 2483 2.055 2,247 9,533
24,734 22,344 18,493 20,224 85,795
9,300 8,401 6,954 7,604 32,259
45 2 46 131 224
$ 15389 $ 13,941 $ 11,493 $ 12489 $ 53312
$ 051 $ 046 $ 038 $ 042 $ 177
$ 051 $§ 046 $ 038 $ 041 $ 176
29.941 30,222 30,141 30,062 30,092
32,164 32,327 30,296 30,204 30,302

Gabelli Asset Management Inc.
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Consolidated Balance Sheet

(in thousands)

December 31,

ASSETS 2003 2002
Investments (including cash and cash equivalents) ......... . ... ... . ... $681,922 $534,828
ReeCIvables .. 39,667 32,238
O T A8 SBtS .. 14.922 15,665
TOAl ASSELS ...t $736,511 $582,731

LIABILITIES AND STOCKHOLDERS’ EQUITY

Compensation payable ... ... ... . 25,552 18,459
Accrued expenses and other liabilities .. ...... ... ... 27,900 41,176
Income taxes payable . ... ... .. e 12,323 9.196
Total operating liabilities ... ... ... .. 65,775 68,831
5.5% Senior notes (due May 13, 2013) .. .. 100,000 -
5% Convertible note (conversion price, $52.00 per share; note due August 14, 2011) .................................. 100,000 100,000
Mandatory convertible securities (purchase contract settlement date, February 17, 2005;
notes due February 17, 2007) ... ..o o o 84,030 84,545
Total Habilities ... .. o 349,805 253,376
MIROTIEY TEETESE .. ot e e 8,395 7,562
Stockholders’ eqUIty . ... . . 378.311 321.793
Total liabilities and stockholders’ equity ... ....... . ..o i $736,511 $582,731

Information derived from audited financial statements on Form 10-K.

SPECIAL NOTE REGARDING FORWARD-LOOKING INFORMATION

Our disclosure and analysis in this report contain some forward-looking statements. Forward-looking statements give our current expectations or
forecasts of future events. You can identify these statements because they do not relate strictly to historical or current facts. They use words such as
“anticipate,” “estimate,” “expect,” “project,” “intend,” “plan,” “believe,” and other words and terms of similar meaning. They also appear in any
discussion of future operating or financial performance. In particular, these include statements relating to future actions, future performance of our
products, expenses, the outcome of any legal proceedings, and financial results.

Although we believe that we are basing our expectations and beliefs on reasonable assumptions within the bounds of what we currently know about
our business and operations, there can be no assurance that our actual results will not differ materially from what we expect or believe. Some of the
factors that could cause our actual results to differ from our expectations or beliefs include, without limitation: the adverse effect from a decline in the
securities markets; a decline in the performance of our products; a general downturn in the economy; changes in government policy or regulation;
changes in our ability to attract or retain key employees; and unforeseen costs and other effects related to legal proceedings or investigations of
governmental and self-regulatory organizations. We also direct your attention to any more specific discussions of risk contained in our Form 10-K and
other public filings.

We are providing these statements as permitted by the Private Litigation Reform Act of 1995. We do not undertake to update publicly any forward-

looking statements if we subsequently learn that we are unlikely to achieve our expectations or if we receive any additional information relating to the
subject matters of our forward-looking statements.
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Board of Directors
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Raymond C. Avansino, Jr.
Chairman
E.L. Wiegand Foundation

John C. Ferrara

Private Investor

Former President and Chief Fxecutive Officer
Space Holding Corporation

John D. Gabelli
Senior Vice President
Gabelli Asset Management Company

Mario J. Gabelli
Chairman and Chief Executive Officer
Gabelli Asset Management Inc.

Karl Otto Pihl

Member of the Shareholders’ Committee
Sal. Oppenheim Jr. and Cie.

Former President of Deutsche Bundesbank

Frederic V. Salerno
Former Vice Chairman and Chief Financial Officer
Verizon Communications

Vincent S. Tese
Chairman
Wireless Cable International Inc.

Additional Nominees to the Board of Directors

Edwin L. Artzt
Former Chairman and Chief Executive Officer
Procter & Gamble Company

Robert S. Prather, Jr.
President and Chief Operating Officer
Gray Television

Officers
Mario J. Gabelli Stephen M. DeTore
Chairman Deputy General Counsel

and Chief Executive Officer
Gabelli Asset Management Inc.

Bruce N. Alpert
Chief Operating Officer
Gabelli Funds, LLC

Michael R. Anastasio, Jr.

Vice President
and Chief Accounting Officer

Corporate and Shareholder Information

and Assistant Secretary

Douglas R. Jamieson
Chief Operating Olfficer
GAMCO Investors, Inc.

James E. McKee
Vice President,
General Counsel and Secretary

Investor Relations
For our 10-K and other shareholder information,

visit our website at www.gabelli.com or write to:

Chief Accounting Officer
One Corporate Center

Rye, New York 10580-1422
914-921-5147

email: investor@gabelli.com

Transfer Agent
EquiServe

150 Royall Street
Canton, MA 02021
(781) 575-2000

Trading Information
New York Stock Exchange
Class A Common Stock
Symbol - GBL

New York Stock Exchange

Mandatory Convertible Securities
Symbol - GBL.I
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Website
www.gabelli.com

Gabelli Investment Services

For information about Gabelli Mutual Funds,
contact: Jason G. Swirbul,

1-800-GABELLI

email: jswirbul@gabelli.com

Institutional and Individual Accounts;

Separate Accounts and Alternative Investments,
contact: Douglas R. Jamieson,

914-921-5020

email: djamieson@gabelli.com OR

email: altematives @gabelli.com

Annual Meeting

Our 2004 Annual Meeting of Shareholders
will be held at 8:30 a.m.

on May 11, 2004 at the

Greenwich Library, 101 W. Putnam Ave.
Greenwich, CT 06830
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

[ X ] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2003
Or
[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission file number 1-14761

Gabelli Asset Management Inc.

(Exact name of registrant as specified in its charter)

New York 13-4007862
(State or other jurisdiction of incorporation or organization) (I.R.S. Employer Identification No.)

One Corporate Center, Rye, NY 10580-1422
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code (914) 921-3700

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered:
Class A Common Stock, $ .001 Par Value New York Stock Exchange
Mandatory convertible securities New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to
file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes _X No

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405 of this chapter) is
not contained herein, and will not be contained herein, and will not be contained, to the best of registrant’s knowledge, in
definitive proxy or information statements incorporated by reference in Part III of this Form 10-K or any amendment to this
Form 10-K {X ].

Indicate by check mark whether the registrant is an accelerated filer (as defined in Exchange Act Rule 12b-2).

Yes _X_No

As of March 1, 2004, 6,950,303 shares of class A common stock and 23,128,500 shares of class B common stock were
outstanding. All of the shares of class B common stock were held by Gabelli Group Capital Partners, Inc. and two of its
subsidiaries. The aggregate market value of the common stock held by non-affiliates of the registrant as of March 1, 2004 was
$294,029,789.

DOCUMENTS INCORPORATED BY REFERENCE: The definitive proxy statement for the 2004 Annual Meeting of
Shareholders to be held May 11, 2004,



PART 1

Forward-Looking Information

Qur disclosure and analysis in this report and in documents that are incorporated by reference contain some forward-looking
statements. Forward-looking statements give our current expectations or forecasts of future events. You can identify these
statements because they do not relate strictly to historical or current facts. They use words such as “anticipate,” “estimate,”
“expect,” “project,” “intend,” “plan,” “believe,” and other words and terms of similar meaning. They also appear in any
discussion of future operating or financial performance. In particular, these include statements relating to future actions, future

performance of our products, expenses, the outcome of any legal proceedings, and financial results.

Although we believe that we are basing our expectations and beliefs on reasonable assumptions within the bounds of what we
currently know about our business and operations, there can be no assurance that our actual results will not differ materially
from what we expect or believe. Some of the factors that could cause our actual results to differ from our expectations or
beliefs include, without limitation: the adverse effect from a decline in the securities markets; a decline in the performance of
our products; a general downturn in the economy; changes in government policy or regulation; changes in our ability to attract
or retain key employees; and unforeseen costs and other effects related to legal proceedings or investigations of governmental
and self-regulatory organizations. We also direct your attention to any more specific discussions of risk contained in our other
public filings or in documents incorporated by reference here or in prior filings or reports.

We are providing these statements as permnitted by the Private Litigation Reform Act of 1995. We do not undertake to update
publicly any forward-looking statements if we subsequently learn that we are unlikely to achieve our expectations or if we
receive any additional information relating to the subject matters of our forward-looking statements.

ITEM 1: BUSINESS

Unless we have indicated otherwise, or the context otherwise requires, references in this report to “Gabelli Asset Management
Inc.,” “Gabelli,” “we,” “us” and “our” or similar terms are to Gabelli Asset Management Inc., its predecessors and its
subsidiaries.

Overview

Gabelli Asset Management Inc. (NYSE: GBL) is a widely recognized provider of investment advisory and brokerage services
to mutual funds, institutional and high net worth investors, principally in the United States. We generally manage assets on a
discretionary basis and invest in a variety of U.S. and international securities through various investment styles. Our revenues
are based primarily on the firm’s levels of assets under management and fees associated with our various investment products,
rather than our own corporate assets.

We have focused on a simple mission since our founding in 1977: to earn a superior risk-adjusted return for our clients over
the long-term by providing value-added products through fundamental research. Today, in addition to our Gabelli value
products, we offer our clients a broad array of investment strategies that include value, growth, convertible, non-market
correlated, and fixed income strategies. By earning returns for our clients, we will be earning returns for all our stakeholders.

As of December 31, 2003, we had a record $27.6 billion of assets under management, 92% of which were invested in equity
securities. We conduct our investment advisory business principally through three subsidiaries: GAMCO Investors, Inc.
(Separate Accounts), Gabelli Funds, LLC (Mutual Funds) and Gabelli Securities, Inc. (Alternative Investments). We also act
as underwriter and distributor of our open-end mutual funds and provide institutional research through Gabelli & Company,
Inc., our broker-dealer subsidiary.



Our assets under management are organized into three operating groups:

e Separate Accounts: we currently provide advisory services to a broad range of investors, including high net
worth individuals, corporate pension and profit sharing plans, foundations, endowments, jointly trusteed plans
and municipalities, and also serve as sub-adviser to certain other third-party investment funds. Each separate
account portfolio is managed to meet the specific needs and objectives of the particular client by utilizing
investment strategies and techniques within our areas of expertise. At December 31, 2003 we had $13.5 billion
of separate account assets under management. "

o Mutual Funds: we currently provide advisory services to (i) twenty-six funds within the Gabelli family of
funds; (ii) three money market funds that comprise the Treasurer’s Fund; and (iii) six mutual funds within the
Gabelli Westwood family of funds. The mutual funds have a long-term record of achieving high returns, relative
to similar investment products and had $13.3 billion of total assets under management at December 31, 2003,

o Alternative Investments: we also provide alternative investment products consisting primarily of merger
arbitrage, global and regional long/short equity, and sector focused fiinds. We managed a total of $692 million
in alternative investment strategy assets at December 31, 2003.

Gabelli Asset Management Inc. is a holding company formed in connection with our initial public offering (“Offering”) in
February 1999. Gabelli Group Capital Partners, Inc., which is majority owned by Mr. Mario J. Gabelli (“Mr. Gabelli”) with
the balance owned by our professional staff and other individuals, owns all of the outstanding shares of class B common stock
of Gabelli Asset Management Inc., which represents approximately 97% of the combined voting power of the outstanding
common stock and 77% of the equity interest. Accordingly, Mr. Gabelli could be deemed to control Gabelli Asset
Management Inc.

Our principal executive offices are located at One Corporate Center, Rye, New York 10580. Our telephone number is (914)
921-3700. On our website, www.gabelli.com, we post the following filings as soon as reasonably practicable after they are
electronically filed with or furnished to the Securities and Exchange Commission (SEC): our annual report on Form 10-K,
quarterly reports on Form 10-Q, current reports on Form 8-K, and any amendments to those reports filed or furnished pursuant
to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, All such filings on our website are available free of charge.

2003 Highlights

We ended 2003 with a record $27.6 billion of assets under management, an increase of 29.7% from the $21.2 billion on
December 31, 2002. Assets of each of our three investment advisory business segments, GAMCO Investors, Inc., Gabelli
Funds, LLC, and Gabelli Securities, Inc. are at record levels, bolstered by strong performance in the broader market.

During 2003, the introduction and signing into law of The Jobs and Growth Tax Reconciliation Act of 2003 (the “2003 Tax
Act”) by President George W. Bush offered investors the potential opportunity to earn tax-advantaged returns on their equity
investments. Under the provisions of the 2003 Tax Act, qualifying dividend income received by individual taxpayers will
now be taxed at a maximum Federal rate of 15%. In response to this tax change, we introduced The Gabelli Dividend &
Income Trust (NYSE: GDV) and generated $1.46 billion of gross proceeds through the initial public offering of this new
closed-end fund that invests primarily in dividend-paying equity securities. We believe the 15% tax rate for dividends and
long-term capital gains provided by the 2003 Tax Act will likely be a key driver of growth for our business. These two
provisions sunset in 2008 unless repealed or extended by Congress.

Assets under management in our separate account business at December 31, 2003 eclipsed the prior year end values by over
$3.0 billion. The major factor contributing to this accelerating asset growth was solid performance from our equity portfolios.
In 2003, our Alternative Investments business continued to expand its sub-advisory relationships through the addition of a
number of significant new accounts. ' : -

Our class A common stock, which is traded on the New York Stock Exchange under the symbol “GBL” ended the year at a
market price of $39.80. Since its initial public offering in February 1999, GBL for its shareholders has produced a total return
of 128% through December 31, 2003 versus a negative total return of (4.5%) for the S&P 500 Index during the same period.



In May 2003 we sold $100 million of ten-year 5.5% senior notes. The notes carry investment grade ratings of BBB from
Standard & Poor’s and Baa2 from Moody’s. The notes were issued under a $400 million shelf registration statement filed in
December 2001. There remains $120 million available under the shelf registration statement.

Business Strategy

Our business strategy targets global growth of the Gabelli franchise through continued leveraging of our proven asset
management strengths including our brand name, long-term performance record, diverse product offerings and experienced
investment, research and client service professionals. In order to achieve growth in assets under management and
profitability, we are pursuing a strategy which includes the following key elements:

*  Broadening and Strengthening the Gabelli Brand. We believe that the Gabelli brand name is one of the more visible and
widely recognized brands in the U.S. investment management industry. We intend to strengthen and further extend our
brand identity by increasing our marketing to provide a uniform global image.

»  Establishing Relationship Centers. In addition to our corporate office in Rye NY, we have seven offices which conduct
portfolio management, research and marketing activities in the United States and abroad in the following cities:
Greenwich CT, Chicago IL, Minneapolis MN, Palm Beach FL, Reno NV, Atlanta GA and London UK. Our offices in
Chicago and Minneapolis were established as the result of acquisitions of on-going investment advisory operations. The
London office was opened in January 2000 to provide a geographic presence overseas and to coordinate investment
research and marketing activities for our investment product offerings in the European markets.

«  Introducing New Products and Services. We believe we have the capacity for development of new products and services
around the Gabelli brand to complement our existing product offerings. New products since our initial public offering '
include:

- Four open-end mutual funds: Gabelli Blue Chip Value Fund (1999), Gabelli Utilities Fund (1999), Gabelli
Woodland Small Cap Value Fund (2003), and Ned Davis Research Asset Allocation Fund (2003).

- Two closed-end funds: The Gabelli Utility Trust and The Gabelli Dividend & Income Trust.

- Six private limited partnerships: Gemini Global Partners, L.P., Gabelli European Partners, L.P., Gabelli Japanese
Value Partners, L.P., Gabelli Associates Fund 1I, L.P., GAMCO Performance Partners, L.P., and GAMA Select
Energy Plus, L.P.

- Five offshore funds: Gemini Global Partners, Ltd., Gabelli European Partners, Ltd., Gabelli Japanese Value
Partners, Ltd., GAMCO Performance Partners, Ltd., and GAMCO Arbitrage Partners, Ltd.

*  Promoting the Gabelli “Private Market Value with a Catalyst” Investment Approach. While we have expanded our
investment product offerings, our “value investing” approach is still the core of our business. This method is based ‘on the
value investing principles articulated by Graham & Dodd in 1934, and further adapted by Mario J. Gabelli with his
development of private market value analysis. The development of private market value (“PMV”) analysis combined
with the concept of a catalyst has evolved into our value investing approach, commonly referred to as “PMV with a
Catalyst” investing. Our approach encompasses the broad spectrum of event-driven investing including arbitrage and
special situations, implemented on a global basis.

PMV with a Catalyst investing is a disciplined, research driven approach based on the extensive use of security analysis.
In this process, we carefully select stocks whose intrinsic value, based on our estimate of current asset value and future
growth and earnings power, is significantly different from the value as reflected in the public market. We then calculate
the firm’s PMV, which is defined as the price an informed industrial buyer would be likely to pay to acquire the business.

To limit the time horizon in which the PMV is likely to be realized, we look for situations in which catalysts, “hard”
and/or “soft”, are working to help eliminate the premium or realize the discount between the public market price and the
estimated PMV. Hard catalysts are company specific and include but are not limited to: realization of hidden assets,
recognition of underperforming subsidiaries, share buybacks, spin-offs, mergers and acquisitions, balance sheet changes,
new products, accounting changes, new management and cross-shareholder unwinding. Soft catalysts are industry related
or macroeconomic and include but are not limited to: industry consolidation, deregulation, accounting, tax, pension and
political reforms, technological change and the macroeconomic backdrop. The time horizons for catalysts to trigger
change can either be short, medium or long-term.



The table below compares the long-term performance record for our separate accounts composite since 1977, using our
flagship value product, the Gabelli “PMV with a Catalyst” investment approach, versus various benchmarks.

GAMCO Value 1977 -2003

Russell

GAMCO®™ S&P 500 2000* CPl+10
Number of Up Years 23 21 19
NumberofDownYeaw 3 5 7
Years GAMCO Beat Index 18 18 17
Total Return (CAGR) 18.4% 13.4% 13.3% 14.3%
Total Return 8,269% 2,594%
Beta 0.77

* Cafcuiation of Russell 2000 commencad 1/1/79

The chart below illustrates how this methodology performed during recent market cycles to capture the upside in bull
markets while limiting the downside in the most recent bear market.
Performance 1997 to 2003

GAMCO Value vs. S&P 500 Index

-Up Market- -Down Market- -Up Market-
30.6%

27.6% 33.9%

2000 - 2002
cAGR

28.7%

Gabelll S&P 500

Gabelli S&P 500

Gabelll S&P 500
1997 - 1999

CAGR

2003

14.6%

Footnotes

Table

(1) The GAMCO composite represents fully discretionary, tax-exempt accounts managed for at least one full quarter and meeting
minimum account size requirements. The minimum size requirement for inclusion in 1985 was $500,000; 1986, $1 million; and 1987 $5
million. The performance calculations include accounts under management during the respective periods. As of 12/31/03 the GAMCO
composite included 49 accounts with aggregate market value of $3.6 billion. A complete list of composites is available upon request. No
two portfolios are identical. Accounts not within this size and type may have experienced different results.

« GAMCO’s performance results are computed on a total-return basis, which includes all dividends, interest and accrued interest, and
realized and unrealized gains and losses. The summary of past performance is not intended as a prediction of future results. Returns are
presented in U.S. dollars. The inception date of the GAMCO composite is 10/1/77.

« GAMCO's Compound Annualized Growth Rate is computed after actual transaction costs, investment advisory fees and other
expenses.

« GAMCO’s Total Return represents the total net return of the composite from 10/1/77 through 12/31/03.
« Beta is the measure of the GAMCO composite’s risk in relation to the S&P 500 Index._

~» The S&P 500 is an unmanaged index of 500 U.S. stocks and performance represents total return of index including reinvestment of
dividends. The Russell 2000 is an unmanaged index of 2000 small capitalization stocks and performance represents total return of index
including reinvestment of dividends. The performance figures for the Russell 2000 are based on an inception date of 1/1/79. The CPlis a
widely used measure of inflation and the CPI+10 measure is used to show the results that would have been achieved by obtaining a rate of
return that exceeded the CPI by a constant 10% as a basis of comparison versus the results of the GAMCO composite.

Chart
« Up and down markets determined by the performance of the S&P 500 Index during the respective periods.
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Expanding Mutual Fund Distribution. We continue to expand our distribution network primarily through national and
regional brokerage firms and have developed additional classes of shares for most of our mutual funds for sale through
these firms and other third-party distribution channels on a commission basis. We intend to increase our wholesaling
efforts to market the muiti-class shares, which have been designed to meet the needs of investors who seek advice through
financial consultants. During 2003, we entered into an alliance with a third party wholesaling organization to assist in the
offering of The Gabelli Dividend & Income Trust, a closed-end fund which generated gross proceeds of $1.46 billion in
November 2003. We will continue to seek and capitalize on similar opportunities.

Increasing Presence in High Net Worth Market. Our high net worth business focuses, in general, on serving clients
who have established an account relationship of $1 million or more with us. According to industry estimates, the number
of households with over $1 million in investable assets will continue to grow in the future, subject to ups and downs in
the equity and fixed income markets. With our 27-year history of serving this segment, long-term performance record,
customized portfolio approach, dominant, tax-sensitive, buy-hold investment strategy, brand name recognition and broad
array of product offerings we believe that we are well positioned to capitalize on the growth opportunities in this market.

Increasing Marketing for Institutional Separate Accounts. The institutional Separate Accounts business has been
principally developed through direct marketing channels. Historically, pension and financial consultants have not been a
major source of new institutional Separate Accounts business for us, We intend to add marketing personnel to target
pension and financial consultants and increase our efforts to add new accounts through our traditional marketing channels.

Attracting and Retaining Experienced Professionals. We have increased the scope of our investment management
capabilities by adding portfolio managers and other investment personnel in order to expand our broad array of products.
The ability to attract and retain highly experienced investment and other professionals with a long-term commitment to us
and our clients has been, and will continue to be, a significant factor in our long-term growth. For example, we acquired
the Mathers Fund in 1999, managed by Henry Van der Eb, CFA (Chicago) and the Comstock Partners Funds in 2000,
managed by Charlie Minter and Martin Weiner. In addition, Elizabeth Lilly, CFA (Minneapolis) joined us upon the
acquisition of Woodland Partners, LLC in November 2002,

The addition of investment, research and sales professionals has strengthened our investment management and asset
gathering capabilities and positioned the firm for renewed growth as the markets recovered in 2003. We plan to add more
business professionals to assist in the execution of our business strategy.

Sponsorship of Industry Conferences. Gabelli & Company, Inc., our institutional research boutique, sponsors industry
conferences and management events throughout the year. At these conferences and events, senior management from
leading industry companies share their thoughts on the industry, competition, regulatory issues and the challenges and
opportunities in their businesses with portfolio managers and securities analysts. We currently host five annual
conferences which include the Automotive Aftermarket Symposium (27 years), Pump Valve & Motor Symposium (14
years), Aircraft Supplier Conference (9 years) as well as the Dental Conference and the Small Cap Orthopedic
Conference for which we held our first annual conferences within the past year.

Hosting of Investor Symposiums. We have a Gabelli tradition of sponsoring symposiums that bring together prominent
portfolio managers, members of academia and other leading business professionals to present, discuss and debate current
issues and topics in the investment industry.

During April of 2003, we held our fourth in a series of timely discussions on topics that impact investor strategy:

- In 1997, we sponsored a debate on “Active vs. Passive Stock Selection”.

1998, we hosted a meeting on “The Role of Hedge Funds as a Way of Generating Absolute Returns”.

- 2001, we hosted a symposium extolling the “Virtues of Value Investing”.

2003, Dividends “Taxable versus Non-Taxable Issues” provided a timely forum for the open discussion of the
impact that the dividend policy would have on stocks, markets and the economy.

Dividends were a timely consideration this year as an important component of total return in a single digit or low double
digit return environment as well as their role as part of the tax cut proposals that were later enacted. The initial public
offering of The Gabelli Dividend & Income Trust in November 2003 underscores this point.

We hold annual conferences for our alternative investment clients and prospects in New York and London at which our
portfolio management team discusses the investment environment, our alternative investment strategies and portfolios,
and event-driven investment opportunities.



During 2003, we held our second annual Global Convertible Investing seminar at which leading figures in convertible
investing presented information on convertible arbitrage, arbitrage opportunities in the U.S. and Europe, and the use of
credit default swaps.

Capitalizing on Acquisitions and Strategic Alliances. We intend to selectively and opportunistically pursue acquisitions
and alliances that will broaden our product offerings and add new sources of distribution. In November 2002 we
completed our alliance with Woodland Partners LLC, a Minneapolis based investment adviser of institutional, high-net-
worth and sub-advisory accounts. In March 2003 we launched the Ned Davis Research Asset Allocation Fund, a
quantitative style product. On October 1, 1999 we completed our alliance with Mathers and Company, Inc. and now act
as investment advisor to the Mathers Fund (renamed Gabelli Mathers Fund) and in May 2000 we added Comstock
Partners Funds, Inc., (renamed Comstock Funds, Inc.). The Mathers, Comstock and Ned Davis Research funds are part
of our Non-Market Correlated mutual fund product line, which also includes our Gabelli ABC Fund and Gabelli Gold
Fund. We believe that we are well positioned to pursue acquisitions and alliances because of our flexibility in structuring
appropriate arrangements to meet the specific needs of all parties.

Expanding Sub-Advisory Relationships. Beginning with Global Asset Management in 1987, globally renowned
institutions have approached us seeking Gabelli’s research-driven investment management expertise and we have actively
pursued the strategic partnering of our investment products with these prominent distribution firms. The resulting
relationships include American Express, American Skandia, Enterprise Funds, MainStay and UBS funds. During 2003,
we further extended our long-term relationship with Global Asset Management (a subsidiary of Zurich-based UBS AG)
with products for both U.S. and non-U.S. investors seeking exposure to our distinctive event-driven value style in a U. S.
long/ short portfolio context. We believe sub-advisory relationships provide a significant growth opportunity for our
business.

We believe that our growth to date is attributable to the following factors:

Stock market gains: The S&P 500’s compound annual total return is 13.4% since Gabelli began managing institutional
separate accounts in 1977. Since our initial public offering in February 1999 through December 2003 the S&P 500°s
compound annual total return has been a negative (0.9%). Our traditional value-oriented separate account performance
for these periods is 18.4% and 7.6%, respectively.

Long-Term Performance: We have a long-term record of achieving relatively high returns for our Mutual Fund and
Separate Account clients when compared to similar investment products. We believe that our performance record is a
competitive advantage and a recognized component of our franchise.

Widely Recognized ""Gabelli” Brand Name: For much of our history, our portfolio managers and investment products
have been featured in a variety of financial print media, including both U.S. and International publications such as The
Wall Street Journal, Financial Times, Money Magazine, Barron's, Fortune, Business Week, Nikkei Financial News,
Forbes Magazine and Investor's Business Daily. We also underwrite publications written by our investment professionals,
including “Deals...Deals...and More Deals” which examines the practice of merger arbitrage and “Global Convertible
Investing: The Gabelli Way”, a comprehensive guide to effective investing in convertible securities.

Diversified Product Offerings: Since the inception of our investment management activities, we have sought to expand
the breadth of our product offerings. We currently offer a wide spectrum of investment products and strategies, including
product offerings in U.S. equities, U.S. fixed income, global and international equities, convertible securities, U.S.
balanced and alternative investment products.

Strong Industry Fundamentals: According to data compiled by the U.S. Federal Reserve, the investment management
industry has grown faster than more traditional segments of the financial services industry, including the banking and
insurance industries. Since Gabelli was founded in 1977, world equity markets have grown at an 11.9% compounded
annual growth rate through December 31, 2003, including the net addition of new stocks in many countries, to $30.1
trillion (est.). The U.S. equity market comprises about $14.5 trillion or 48% of world equity markets. We believe that
demographic trends and the growing role of money managers in the placement of capital compared to the traditional role
played by banks and life insurance companies will result in continued growth of the investment management industry.

Gabelli’s financial strength is underscored by having received investment grade ratings from two well respected ratings
agencies, Moody’s Investors Services and Standard and Poor’s Ratings Services. We believe that maintaining investment
grade ratings will provide greater access to the capital markets, enhance liquidity and lower overall borrowing costs.
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Business Description

Gabelli was originally founded in 1976 as an institutional broker-dealer and entered the separate accounts business in 1977,
alternative investments in 1985 and the mutual fund business in 1986. Our initial product offering centered on Gabelli’s tax
sensitive, buy-hold, value-oriented investrment philosophy. Starting in the mid-1980s, we began building on our core value-
oriented equity investment products by adding new investment strategies designed for a broad array of clients seeking to
invest in growth-oriented equities, convertible securities and fixed income products. Since then, we have continued to build
our franchise by expanding our investment management capabilities through the addition of industry specific, international,
global, and non-market correlated product offerings. Throughout our 27-year history, we have marketed most of our products
under the “Gabelli” and “GAMCO” brand names.

Our assets under management are organized principally in three groups: Separate Accounts, Mutual Funds and Alternative
Investments.

Separate Accounts — Institutional and High Net Worth: Since 1977, we have provided investment management services
through our subsidiary GAMCO Investors, Inc. (‘GAMCQO”) to a broad spectrum of institutional and high net worth investors.
At December 31, 2003, we had $13.5 billion of assets in approximately 1,760 separate accounts, representing approximately
49% of our total assets under management. We currently provide advisory services to a broad range of investors, the majority
of which (in total number of accounts) are high-net worth client accounts — defined as individuals and their retirement assets
generally having minimum account balances of $1 million. As of December 31, 2003, high net worth accounts comprised
approximately 84% of the total number of Separate Accounts and approximately 23% of the assets.

These clients are typically long-term relationships, aided in part by the buy-hold and tax efficient nature of the underlying
investment process in these traditional products. Foundation and endowment fund assets represented an additional 4% of the
number of Separate Accounts and approximately 5% of the assets. The sub-advisory portion of the Separate Accounts (where
GAMCO acts as sub-adviser to certain other third-party investment funds) held approximately $3.9 billion or 29% of total
Separate Account assets with 1% of the number of accounts. Institutional client accounts, which include corporate pension
and profit sharing plans, jointly-trusteed plans and public funds, comprised the balance. The ten largest Separate Accounts
comprised approximately 20% of our total separate account assets under management and approximately 12% of our total
separate account revenues as of and for the period ended December 31, 2003.

In general, our separate accounts are managed to meet the specific needs and objectives of each client by utilizing investment
strategies — traditional “value”, “large cap growth”, “large cap value”, “global”, “international growth” and convertible bonds
- and techniques that are within our areas of expertise. We distinguish between taxable and tax-free assets and manage client
portfolios for the greatest tax benefit within given investment strategies.

At December 31, 2003, over 95% of our assets in Separate Accounts (excluding sub-advisory assets) were obtained through
direct sales relationships. Sales efforts are conducted on a regional and product specialist basis. A team of professionals (who
generally remain assigned to a specific client from the onset of the relationship) focus on client service. Members of the sales
and marketing staff for the Separate Accounts business have an average of more than 10 years of experience with us and focus
on developing and maintaining direct, long-term relationships with their Separate Account clients. This enables the service
team to understand and focus on the individual client’s needs. We believe that an important element of future growth in the
Separate Accounts is dependent on client relationships and retention. As we have for the past eighteen years, the firm will
host its Annual Client conference in May. This two-day event will kick off with a gathering at the American Museum of
Natural History followed by presentations by our portfolio managers and analysts the following day. Along with these client
seminars, we continue to establish and staff relationship offices around the country.

Sub-advisory relationships are a growing source of assets under management and require above average operational, trading
and marketing support. We act as a sub-adviser on certain funds for several large and well known fund managers including
American Express, American Skandia, Enterprise Funds, MainStay and UBS funds. These relationships contributed
substantially to the firm’s cash flows in recent years. Similar to corporate clients, sub-advisory clients are subject to business
combinations which may result in the curtailment of product distribution or the termination of the relationship.

Investment advisory agreements for our Separate Accounts are typically subject to termination by the client without penalty
on 30 days' notice or less.



Mutual Funds: We currently provide advisory services to (a) the Gabelli family of funds, which consists of twenty-one open-
end mutual funds and five closed-end funds of which one open-end fund is managed by an unaffiliated sub-adviser; (b) The
Treasurer's Fund, consisting of three open-end money market funds (the "Treasurer's Funds"); and (c) the Gabelli Westwood
family of funds, consisting of six open-end mutual funds, five of which are managed on a day-to-day basis by Westwood
Management (collectively, the "Mutual Funds"). At December 31, 2003, we had $13.3 billion of assets under management in
open-end mutual funds and closed-end funds, representing approximately 48% of our total assets under management. The
Mutual Funds have a long-term record of achieving high returns, relative to similar investment products. At December 31,
2003, 95% of the assets under management in the open-end Mutual Funds having an overall rating from Morningstar, Inc.
("Morningstar") were in open-end Mutual Funds ranked "three stars" or better, with approximately 38% of such assets in
open-end Mutual Funds ranked "five stars” and or "four stars" on an overall basis (i.e., derived from a weighted average of the
performance figures associated with its three-, five-, and ten-year Morningstar Rating metrics). There can be no assurance,
however, that these funds will be able to maintain such ratings or that past performance will be indicative of future results. At
December 31, 2003, approximatelv 38% of our assets under management in open-end, no-load equity Mutual Funds had been
obtained through direct sales relationships. We also sell our open-end Mutual Funds through Third-Party Distribution
Programs, particularly No-Transaction Fee (“NTF”) Programs, and have developed additional classes of shares for many of
our mutual funds for sale through additional third-party distribution channels on a commission basis. At December 31, 2003,
Third Party Distribution Programs accounted for approximately 62% of all assets in open-end funds. Five closed end funds
represent 26% of the total assets in the mutual funds business, including the newly organized Gabelli Dividend & Income
Trust, which generated gross proceeds of $1.46 billion in November 2003 and subsequent to year-end generated an additional
$194 million in gross proceeds through the exercise of the underwriters’ overallotment option.

A detailed description of our Mutual Funds is provided within this Item 1 beginning on page 11.

Alternative Investments: We provide alternative investment products through our rapidly growing (32% CAGR since 1999)
majority-owned subsidiary, Gabelli Securities, Inc. ("GSI"). The alternative investment products consist primarily of
partnerships, offshore funds, separate accounts and sub-advisory relationships within the following strategies: merger
arbitrage, event-driven long/short equity funds, sector focused funds and merchant banking, We had $692 million of
alternative investment assets under management, or approximately 3% of total assets under management, at December 31,
2003.

We introduced our first targeted portfolio, a merger arbitrage fund in 1985. A second fund was added in 1986 focusing on
U.S. special situations, followed by two offshore funds in 1989. Building on our strengths in global event-driven value
investing, several new hedge funds have been added to balance investors’ geographic, strategy and sector needs. Today we
offer a broad range of absolute return products. Within our merger arbitrage strategy, we manage approximately $393 million
of assets for investors who seek positive returns not correlated to fluctuations of the general market. These funds seek to drive
returns by investing in announced merger and acquisition transactions that are primarily dependent on the deal closure and
less on the overall market environment. In event-driven long/short strategies, we manage $268 million of assets focused on
the U.S., Japanese, and global markets. Recently we introduced the GAMA Select portfolios, a series of sector-focused
absolute return funds designed to offer investors a mechanism to diversify their portfolios by global economic sector rather
than by geographic region. We currently offer two GAMA Select portfolios: the Gabelli International Gold Fund Ltd. and
GAMA Select Energy Plus, L.P. Merchant banking activities are carried out through ALCE Partners, L.P. and Gabelli
Multimedia Partners, L.P., both of which are closed to new investors.

Our alternative investment products have been marketed primarily by our direct sales force to high-net-worth individuals and
institutions. During 2003, sub-advisory relationships have become an increasingly important aspect of our alternative
investment business and now account for approximately 40% of our alternative investment assets under management. We
intend to expand product offerings, both domestic and international, and the geographic composition of our customer base in
alternative investment products. It is our expectation that the assets invested in these products will provide a growing source
of revenues in the future.



Assets Under Management

The following table sets forth total assets under management by product type as of the dates shown and their compound

annual growth rates ("CAGR").

Equity:

Mutual Funds .....coooveeeeivcniiniinnniienrrencne e

Institutional & HNW Separate Accounts....

Total EQUItY ....oovvueiivciriicinicie e

Fixed Income:

Money Market Mutual Funds ...

Bond Mutual Funds .........ccccooccennnnnne
Institutional & HNW Separate Accounts...

Total Fixed [0COME ....coocvivvervciriireerei s

Alternative Investments:

Alternative INVESIMENLS .......co.vereevermerrienrevereerenenns
Total Assets Under Management ..........ccoccvvinne

Breakdown of Total Assets Under Management:
Mutual FUnds .......coevceniiarinnennenomaeano.

Institutional & HNW Separate Accounts ...
Alternative Investments................

Total Assets Under Management ...........oocevvuenenne

(a) Compound annual growth rate.

Summary of Investment Products

Assets Under Management
By Product Type
{(Dollars in millions)

January 1,
1999 to
December 31,
At December 31, 2003
1999 2000 2001 2002 2003 CAGR(a)
$ 10,459 $ 10,680 $ 10,165 $ 8,091 $ 11,618 2.7%
9.370 10,142 11,513 9.990 13.031 8.6
19,829 20,822 21,678 18,081 24.649 5.6
1,175 1,425 1,781 1,963 1,703 9.7
6 8 9 14 11 16.4
694 859 720 613 504 (1.7)
1,875 2292 2,510 2.590 2218 43
230 437 573 578 692 31.7
$21934 § 23551 £24761 $.21249 § 27.559 5.9
$ 11,640 $ 12,113 $ 11,955 $ 10,068 $ 13,332 35
10,064 11,001 12,233 10,603 13,535 7.7
230 437 573 578 692 317
$21.934 8 23551 §.24761 §21.249  § 27559 5.9

We manage assets in the following wide spectrum of investment products and strategies, many of which are focused on fast-

growing areas:

U.S. Equities:
All Cap Value

Large Cap Value
Large Cap Growth
Mid Cap Value
Small Cap Value
Small Cap Growth

Micro Cap

Real Estate

Utilities

Non-Market Correlated
Convertible Securities:

U.S. Convertible Securities
Global Convertible Securities

Global and International Equities:

International Growth
Global Growth

Global Value

Global Telecommunications
Global Multimedia

Gold

U.S. Balanced:
Asset Allocation
Balanced Growth
Balanced Value
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Alternative Products:
Merger Arbitrage

U.S. Long/Short
Global Long/Short
European Arbitrage
Japanese Long/Short
“GAMA Select” Sector
Funds

Merchant Banking

U.S. Fixed Income:
Corporate
Government
Municipals
Asset-backed
Intermediate
Short-term



Additional Information on Mutual Funds

The Mutual Funds include 30 open-end mutual funds and 5 closed-end funds which had total assets as of December 31, 2003
of $13.3 billion. The open-end Mutual Funds are available to individuals and institutions on both a no-load and commission
basis, while the closed-end funds are listed and traded on the New York Stock Exchange (“NYSE”). At December 31, 2003,
the open-end funds had total net assets of $9.8 billion and the closed-end funds had total net assets of $3.5 billion. The assets
managed in the closed-end funds represent approximately 26.5% of the assets in the Mutual Funds and 12.8% of the total
assets under management at December 31, 2003. Our assets under management consist of a broad range of U.S. and
international stock, bond and money market mutual funds that meet the varied needs and objectives of our Mutual Fund
shareholders. At December 31, 2003, approximately 38% of our assets under management in open-end Mutual Funds had
been obtained through direct sales relationships.

We, through our affiliates, act as adviser to all of the Mutual Funds, except with respect to the Gabelli Capital Asset Fund for
which we act as a sub-adviser and Guardian Investment Services Corporation, an unaffiliated company, acts as manager. As
sub-adviser, we make day-to-day investment decisions for the Gabelli Capital Asset Fund.

Gabelli Funds, LLC (“Funds Adviser™), a wholly-owned subsidiary of Gabelli Asset Management Inc., acts as the investment
adviser for all of the Mutual Funds other than the Gabelli Westwood family of funds and the Treasurer's Fund. Funds Adviser
has retained Ned Davis Research, Inc. (“NDR”) to act as sub-adviser for the Ned Davis Research Asset Allocation Fund
(“NDR Fund”). As sub-adviser, NDR makes day-to-day investment decisions for the NDR Fund utilizing a team investment
approach.

Gabelli Advisers, Inc., a subsidiary controlled by Gabelli Asset Management Inc. and our affiliates, acts as investment adviser
to the Gabelli Westwood family of funds and has retained Westwood Management to act as sub-adviser for five of the six
portfolios. Westwood Management is a wholly-owned subsidiary of Westwood Holdings Group (NYSE: WHGQ), in its
capacity as sub-adviser, Westwood Management makes day-to-day investment decisions and provides the portfolio
management services for five of the six current Gabelli Westwood portfolios. The Gabelli Westwood Mighty Mites®™ Fund,
launched in May 1998, is advised solely by Gabelli Advisers, Inc., using a team investment approach, without any sub-
advisers. Westwood Management owns an 18.8% equity interest in Gabelli Advisers, Inc. Gabelli Asset Management Inc.
owns approximately 12% of Westwood Holdings Group.

Gabelli Fixed Income LLC, a majority owned subsidiary of Gabelli Asset Management Inc., currently manages short-term and
short-intermediate term fixed income securities for the Treasurer's Fund as well as for Separate Accounts. We plan to further
increase and diversify the number of fixed income products offered. Certain members of senior management of Gabelli Fixed
Income LLC own a 19.9% equity interest in Gabelli Fixed Income LLC.
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The following table lists the Mutual Funds, together with the December 31, 2003 Morningstar overall rating, where rated
(ratings are not available for the money-market mutual funds and other mutual funds, which collectively represent 40.7% of
the assets under management in the Mutual Funds), provides a description of the primary investment objective, fund
characteristics, fees, the date that the mutual fund was initially offered to investors and the assets under management in the

Mutual Funds as of December 31, 2003.

Value Fund
*

Gabelli Capital Asset
Fund
(not rated) (7)

FOCUSED VALUE:

The Gabelli Value
Fund
* Kk *

SMALL CAP VALUE:

The Gabelli Small Cap
Growth Fund
* K K

Fund
(Morningstar Overall Primary Investment
Rating) (1) Objective
GABELLI OPEN-END FUNDS:
VALUE:

The Gabelli Asset Growth of capital as

Fund a primary investment

* kK K objective, with
current income as a
secondary investment
objective. Invests in
equity securities of
companies selling at
a significant
discount to their
private market value.

Gabelli Westwood Capital appreciation

Equity Fund through a diversified

* %k portfolio of equity
securities using bottom-up
fundamental research
with a focus on
identifying well-seasoned
companies.

The Gabelli Blue Chip Capital appreciation through

investments in equity securities
of established companies, which
are temporarily out of favor and
which have market capitalizations
in excess of $5 billion.

Capital appreciation
from equity
securities of
companies selling at
a significant
discount to their
private market value.

High level of capital
appreciation from
undervalued equity
securities that are
held in a concentrated
portfolio.

High level of capital
appreciation from
equity securities of
smaller companies
with market
capitalization of

$1 billion or less.

Fund
Characteristics

Class AAA:
No-load,

Open-end,
Diversified
Multi-class shares (2)

Class AAA:
No-load,

Open-end,
Diversified
Multi-class shares (2)

Class AAA:
No-load,

Open-end,
Diversified
Multi-class shares (2)

No-load,
Open-end,
Diversified,
Variable Annuity

Class A:

Front end-load,
Open-end
Non-diversified
Multi-class shares (2)

Class AAA;

No-load,

Open-end,
Diversified
Multi-Class Shares (2)
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Advisory 12b-1 Initial
Fees Fees Offer
(%) (%) Date
1.00 25 03/03/86
1.00 25 01/02/87
1.00 25 08/26/99

75 n/a 05/01/95
1.00 25 09/29/89
1.00 25 10/22/91

Net Assets as of
December 31,
2003
(all classes)

{$ in millions)

$ 1,959.9

$ 2204

$ 483

$ 2144

$ 1,289.2

$ 6215



Fund
(Morningstar Overall Primary Investment
Rating) (1) Objective
The Gabelli Woodland Long Term capital appreciation
Small Cap Value Fund investing at least 80% of its assets
(not rated) (7) in equity securities of companies
with market capitalizations of
$1.5 billion or less.
GROWTH:
Gabelli International Capital appreciation
Growth Fund by investing
* kK Kk primarily in equity
securities of foreign
companies with rapid
growth in revenues and earnings.
The Gabelli Growth Capital appreciation
Fund from companies that
* * Kk have favorable, yet
undervalued,
prospects for
earnings growth.
Invests in equity
securities of
companies that have
above-average or
expanding market
shares and profit
margins.
AGGRESSIVE GROWTH:
The Gabelli Global High level of capital
Growth Fund appreciation through
* * investment in a

MICRO-CAP:

Gabelli Westwood
Mighty Mites Fund
% %k %k

EQUITY INCOME:

Gabelli Westwood
Balanced Fund
* J ok Kk

The Gabelli Equity
Income Fund
* * Kk

portfolio of equity
securities focused on
companies involved

in the global marketplace.

Long-term capital
appreciation by
investing primarily
in equity securities
with market
capitalization of
$300 million or less.

Both capital
appreciation and
current income using
portfolios containing
stocks, bonds, and

cash as appropriate in light of

cufrent economic and
business conditions.

High level of total
return with an
emphasis on income
producing equities
with yields greater
than the S&P 500
average.

Fund
Characteristics

Class AAA:
No-load,

Open-end,
Non-diversified
Multi-class shares (2)

Class AAA:
No-load,

Opceii-end,
Diversified
Multi-class shares (2)

Class AAA:

No-load,

Open-end,

Diversified
Multi-Class Shares (2)

Class AAA:

No load,

Open-end,
Non-diversified
Multi-class shares (2)

Class AAA:,
No-load,

Open-end,
Diversified
Multi-class shares (2)

Class AAA:
No-load,

Open-end,
Diversified
Multi-class shares (2)

Class AAA:

No-Ioad,

Open-end,
Diversified
Multi-Class Shares (2)
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Advisory 12b-1 Initial

Fees Fees Offer

(%) (%) Date
1.00 25 12/31/02
1.00 25 06/30/95
1.00 25 04/10/87
1.00 .25 02/07/94
1.00 .25 05/11/98
5 25 10/01/91
1.00 25 01/02/92

Net Assets as of
December 31,

2003
(all classes)

(8 in millions)
$ 27

$ 421

$ 1,883.8

$ 1338

$ 599

$ 1539

$ 3013




Fund
{Morningstar Overall Primary Investment
Rating) (1) Objective
Gabelli Westwood Long-term capital
Realty Fund appreciation as well
* %k as current income,
investing in equity
securities that are
primarily engaged in
or related to the
real estate industry.
SPECIALTY EQUITY:
The Gabelli Global High level of capital
Opportunity Fund appreciation through
* ok k k worldwide investments
in equity securities.
The Gabelli Global High level of total
Convertible return through a
Securities Fund combination of R
dok ok current income and
capital appreciation
through investment in
convertible
securities of U.S.
and non-U.S. issuers.
SECTOR:
The Gabelli Utilities High level of total return through
Fund a combination of capital
* ok ok ok ok appreciation and current income
from investments in utility
companies.
The Gabelli Global High level of capital
Telecommunications appreciation through
Fund worldwide investments
Je ok J ok in equity securities,
including the U.S.,
primarily in the
telecommunications
industry.
Gabelli Gold Seeks capital
Fund appreciation and
* %k K K employs a value
approach to investing
primarily in equity
securities of gold-
related companies
worldwide.
MERGER AND ARBITRAGE:
The Gabelli ABC Fund Total returns from
* % K X . equity and debt
securities that are
attractive to
investors in various
market conditions
without excessive
risk of capital loss.
QUANTITATIVE:
The Ned Davis Research Seeks to provide capital
Asset Allocation Fund appreciation as its primary
(not rated) (7) objective with a secondary

objective of current income.

Fund
Characteristics

Class AAA:
No-load,

Open-end,
Diversified
Muiti-class shares (2)

Class AAA:
No-load,

Open-end,
Non-diversified
Multi-class shares (2)

Class AAA:
No-load,

Open-end,
Non-diversified
Multi-class shares (2)

Class AAA:
No-load,

Open-end,
Diversified
Multi-class shares (2)

Class AAA:
No-load,

Open-end,
Non-diversified
Multi-class shares (2)

Class AAA:
No-load,

Open-end,
Diversified
Multi-class shares (2)

No-load,
Open-end,
Non-diversified

Class AAA:
No-load,

Open-end,
Diversified
Multi-class shares (2)
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Advisory 12b-1 Initial
Fees Fees Offer
(%) (%) Date
1.00 25 09/30/97
1.00 25 05/11/98
1.00 25 02/03/94
1.00 25 08/31/99
1.00 .25 11/01/93
1.00 25 07/11/94
0.50 (6) n/a (6) 05/14/93
1.00 25 03/31/03

Net Assets as of

December 31,
2003
(all classes)

$ 153

$ 194

$ 175

$ 443

$ 1872

§ 3623

$ 2938

8 116



Fund
(Morningstar Overall
Rating) (1)

Primary Investment
Objective

CONTRARIAN:

The Comstock
Capital Value Fund
(not rated) (7)

The Comstock
Strategy Fund
(not rated) (7)

The Gabelli Mathers
Fund
*

SMALL CAP GROWTH:

Gabelli Westwood
SmallCap

Equity Fund
* %

FIXED INCOME:

Gabelli Westwood
Intermediate Bond

Fund
¥ K Kk

Capital appreciation and current
income through investment in a
highly diversified portfolio of
securities.

Capital appreciation and current
income through investment in a
portfolio of debt securities,

Long-term capital appreciation
in various market conditions

without excess risk of capital loss.

Long-term capital

appreciation,

investing at least

80% of its assets in

equity securities of

companies with market
capitalizations of $1.5 billion or
less.

Total return and
current income, while
limiting risk to
principal. Pursues
higher yields than
shorter maturity funds,
and has more price
stability than generally
higher yielding
long-term funds.

CASH MANAGEMENT-MONEY MARKET:

Gabelli U.S. Treasury
Money Market Fund
(not rated) (7)

The Treasurer’s Fund,
Inc. — Domestic
Prime Money Market
Portfolio

(not rated) (7)

High current income
with preservation of
principal and

liquidity, while
striving to keep
expenses among the
lowest of all U.S.
Treasury money market
funds.

Current income with
preservation of
principal and
liquidity through
investment in U.S.
Treasury securities
and corporate bonds.

Fund
Characteristics

Class A

Load,

Open-end,
Diversified
Multi-class shares (2)

Class A

Load,

Open-cnd,
Non-Diversified
Multi-class shares (2)

Class AAA:
No-load,
Open-end,
Diversified

Class AAA:
No-load,

Open-end,
Diversified
Multi-class shares (2)

Class AAA:
No-load,

Open-end,
Diversified
Multi-class shares (2)

Money Market,
Open-end,
Diversified

No-load,
Open-end,
Diversified
Dual class
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Net Assets as of
December 31,

Advisory 12b-1 Initial 2003
Fees Fees Offer (all classes)
(%) (%) Date (8 in millions)
1.00 25 10/10/85 $ 105.7
.85 25 05/5/88 $ 195
1.00 25 8/19/65 $ 60.9
1.00 25 04/15/97 $ 18.6
.60 25 04/06/93 $ 11.2
.30 n/a 10/01/92 $ 970.6
30 n/a 01/01/88 $ 4337



Fund
{(Morningstar Overall Primary Investment
Rating) (1) Objective

The Treasurer's

Fund, Inc, — Tax
Exempt Money Market
Portfolio

(not rated) (7)

The Treasurer's

Fund, Inc. — U.S.
Treasury Money Market
Portfolio

(not rated) (7)

Current income with
preservation of
principal and
liquidity through
investment in U.S.
municipal bond
securities.

Current income with
preservation of
principal and
liquidity through
investment in U.S.
Treasury securities.

GABELLI CLOSED-END FUNDS:

The Gabelli Equity
Trust Inc.
(not rated) (7)

The Gabelli
Convertible and Income
Securities Fund Inc. (4)
* % & K

The Gabelli Global
Multimedia Trust Inc. (3)
(not rated) (7)

The Gabelli
Utility Trust (5)
(not rated) (7)

The Gabelli
Dividend & Income
Trust

(not rated) (7)

Long-term growth of
capital by investing
in equity securities,

High total return
from investing
primarily in
convertible
instruments.

Long-term capital
appreciation from

equity investments in
global telecommunications,
media, publishing and
entertainment holdings.

High total return from
investments primarily in
securities of companies
involved in gas, electricity
and water industries.

Qualified dividend income
and capital appreciation
potential.

Advisory 12b-1
Fund Fees Fees
Characteristics (%) (%)
No-load, 30 n/a
Open-end,
Diversified
Dual class
No-load, .30 n/a
Open-end,
Diversified
Dual class
Closed-end, 1.00 n/a
Non-diversified
NYSE Symbol: GAB
Closed-end, 1.00 n/a
Diversified
NYSE Symbol: GCV
Closed-end, 1.00 n/a
Non-diversified
NYSE Symbol: GGT
Closed-end, 1.00 n/a
Non-Diversified
NYSE Symbol: GUT
Closed-end, 1.00 n/a

Non-Diversified
NYSE Symbol: GDV

Initial
Offer

Date

12/18/87

07/25/90

08/14/86

07/03/89

11/15/94

07/09/99

11/24/03

Net Assets as of

December 31,
2003
(all classes)

$ 233.1

$ 63.2

$ 1,514.8

$ 1517

$ 200.2

$ 2115

$ 1,451.7

(1) For each fund with at least a three-year history, Morningstar calculates a Morningstar Rating™ based on a Morningstar
risk-adjusted return measure that accounts for variation in a fund’s monthly performance (including the effects of sales

charges, loads and redemption fees) placing more emphasis on downward variations and rewarding consistent

performance. The top 10% of the funds in an investment category receive five stars, the next 22.5% receive four stars,
the next 35% receive three stars, the next 22.5% receive two stars and the bottom 10% receive one star. The Overall
Morningstar Rating for a fund is derived from a weighted average of the performance figures associated with its three,
five, and ten-year (if applicable) Morningstar Rating metrics. Morningstar Ratings are shown for the respective class
shown,; other classes may have different performance characteristics. There were 177 Conservative Allocation funds
rated for three years, 140 funds for five years and 35 funds for ten years (Gabelli ABC Fund, Gabelli Mathers Fund).
There were 237 Mid-Cap Blend funds rated for three years, 147 funds for five years and 44 funds for ten years (Gabelli
Asset Fund, Gabelli Value Fund). There were 655 Large Value funds rated for three years, 516 funds for five years and
190 funds for ten years (Gabelli Blue Chip Value Fund, Gabelli Westwood Equity Fund). There were 173 Mid-Cap
Value funds rated for three years, 136 funds for five years and 49 funds for ten years (Gabelli Equity Income Fund).
There were 63 Convertibles funds rated for three years, and 55 funds for five years (Gabelli Global Convertible Securities
Fund). There were 268 World Stock funds rated for three years and 211 funds for five years (Gabelli Global Growth
Fund, Gabelli Global Opportunity Fund).
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There were 36 Specialty-Communications funds rated for three years, 17 funds for five years and 9 funds for ten years
(Gabelli Global Telecommunications Fund). There were 34 Specialty-Precious Metals funds rated for three years and 30
funds for five years (Gabelli Gold Fund). There were 959 Large Growth funds rated for three years, 615 funds for five
years and 219 funds for ten years (Gabelli Growth Fund). There were 164 Foreign Large Growth funds rated for three
years and 127 funds for five years (Gabelli International Growth Fund). There were 188 Small Value funds rated for
three years, 137 funds for five years and 34 funds for ten years (Gabelli Small Cap Growth Fund, Gabelli Westwood
Mighty Mites Fund). There were 70 Specialty-Utilities funds rated for three years (Gabelli Utilities Fund). There were
632 Moderate Allocation funds rated for three years, 508 funds for five years and 166 funds for ten years (Gabelli
Westwood Balanced Fund). There were 655 Intermediate-Term Bond funds rated for three years, 512 funds for five
years and 224 funds for ten years (Gabelli Westwood Intermediate Bond Fund). There were 134 Specialty-Real Estate
funds rated for three years and 101 funds for five years (Gabelli Westwood Realty Fund). There were 506 Small Growth
funds rated for three years and 344 funds for five years (Gabelli Westwood Small Cap Equity Fund). (a) 2003
Morningstar, Inc. All Rights reserved. This information is (1) proprietary to Morningstar and/or its content providers (2)
may not be copied or distributed; and (3) is not warranted to be accurate, complete or timely. Neither Morningstar nor its
content providers are responsible for any damages or losses arising from any use of this information. Past performance is
no guarantee of future results. Other share classes may have different performance characteristics.

These funds have multi-classes of shares available. Muiti-class shares include Class A shares with a front-end sales
charge; Class B shares are subject to a back-end contingent deferred sales charge for up to 6 years and Class C shares are
subject to a 1% back-end contingent deferred sales charge for up to two years. Comstock Strategy Fund Class R shares,
which are no-load, are available only for retirement and certain institutional accounts. Comstock Strategy Fund class O
shares are no longer offered to the public. Ned Davis Research Asset Allocation Fund class I shares are available to
institutional and certain other accounts. Net assets include all shares classes.

The Gabelli Multimedia Trust was formed in 1994 through a spin-off of assets previously held in the Gabelli Equity
Trust.

The Gabelli Convertible and Income Securities Fund Inc was originally formed in 1989 as an open end investment
company and was converted to a closed end investment company in March 1995,

The Gabelli Utility Trust was formed in 1999 through a spin off of assets from the Gabelli Equity Trust.

_Funds Adviser has voluntarily reduced the Advisory fee from 1.00% to 0.50% since April 1, 2002. Gabelli & Company,

Inc. has waived receipt of the 12b-1 Plan distribution fees as of January 1, 2003 and on February 25, 2004 the Fund’s
Board of Directors agreed with the Funds Advisers’ request to terminate the 12b-1 Plan.

Certain funds are not rated because they don’t have a three year history or there are not enough similar funds in the
category determined by Morningstar.

17



Shareholders of the no-load open-end Mutual Funds are allowed to exchange shares among the open-end funds as economic
and market conditions and investor needs change at no additional cost. However, certain Mutual Funds impose a 2%
redemption fee for shares redeemed within 60 days. We periodically introduce new mutual funds designed to complement and
expand our investment product offerings, respond to competitive developments in the financial marketplace and meet the
changing needs of clients.

Our marketing efforts for the Mutual Funds are currently focused on increasing the distribution and sales of our existing funds
as well as creating new products for sale through our distribution channels. We believe that our marketing efforts for the
Mutual Funds will continue to generate additional revenues from investment advisory fees. We have traditionally distributed
most of our open-end Mutual Funds by using a variety of direct response marketing techniques, including telemarketing and
advertising, and as a result we maintain direct relationships with a high percentage of our no-load open-end Mutual Fund
customers. Beginning in late 1995, we expanded our product distribution by offering several of our open-end Mutual Funds
through Third-Party Distribution Programs, including NTF Programs. In 1998 and 1999, we further expanded these efforts to
include substantially all of our open-end Mutual Funds in Third-Party Distribution Programs. More than 38% of the assets
under management in the open-end Mutual Funds are still attributable to our direct response marketing efforts. Third-Party
Distribution Programs have become an increasingly important source of asset growth for us. Of the $8.1 billion of assets
under management in the open-end equity Mutual Funds as of December 31, 2003, approximately 62% were generated
through Third-Party Distribution Programs. We are respounsible for service and distribution fees charged by many of the
Third-Party Distribution Programs. Legislation currently introduced by Congress may result in the elimination or restriction
of distribution fees paid by mutual funds. In light of such legislation and efforts by some of the program sponsors to increase
fees beyond what we deem to be acceptable may result in several of our Mutual Funds being withdrawn from such programs.
During 2000, we completed development of additional classes of shares for many of our mutual funds for sale through
national brokerage and investment houses and other third-party distribution channels on a commission basis. The multi-class
shares are available in all of Gabelli mutual funds except for the Gabelli ABC Fund and the Gabelli Mathers Fund. The use of
multi-class share products will expand the distribution of all Gabelli Fund products into the advised sector of the mutual fund
investment community. During 2003, we introduced Class I shares, which are no load shares with higher minimum initial
investment and without distribution fees available to Institutional and Retirement Plan Accounts directly through Gabelli &
Company. The no-load shares are designated as Class AAA shares and are available for new and current investors. In
general, distribution through Third-Party Distribution Programs has greater variable cost components and lower fixed cost
components than distribution through our traditional direct sales methods.

We provide investment advisory and management services pursuant to an investment management agreement with each
Mutual Fund. The investment management agreements with the Mutual Funds generally provide that we are responsible for
the overall investment and administrative services, subject to the oversight of each Mutual Fund's board of directors or
trustees and in accordance with each Mutual Fund's fundamental investment objectives and policies. The investment
management agreements permit us to enter into separate agreements for administrative and accounting services on behalf of
the respective Mutual Funds. '

We provide the Mutual Funds with administrative services pursuant to the management contracts. Most of these
administrative services are provided through sub-contracts with unaffiliated third parties. Such services include, without
limitation, supervision of the calculation of net asset value, preparation of financial reports for shareholders of the Mutual
Funds, internal accounting, tax accounting and reporting, regulatory filings and other services. Transfer agency and custodial
services are provided directly to the Mutual Funds by unaffiliated third parties.

Our Mutual Fund investment management agreements may continue in effect from year to year only if specifically approved
at least annually by (i) the Mutual Fund's board of directors or trustees or (ii) the Mutual Fund's shareholders and, in either
case, the vote of a majority of the Mutual Fund's directors or trustees who are not parties to the agreement or "interested
persons" of any such party, within the meaning of the Investment Company Act of 1940 as amended (the “Investment
Company Act”). Each Mutual Fund may terminate its investment management agreement at any time upon 60 days' written
notice by (i) a vote of the majority of the board of directors or trustees cast in person at a meeting called for the purpose of
voting on such termination or (ii) a vote at a meeting of shareholders of the lesser of either 67% of the voting shares
represented in person or by proxy or 50% of the outstanding voting shares of such Mutual Fund. Each investment
management agreement automatically terminates in the event of its assignment, as defined in the Investment Company Act.
We may terminate an investment management agreement without penalty on 60 days' written notice.
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Mutual Fund Distribution, Institutional Research, Brokerage and Underwriting

Gabelli & Company, Inc. ("Gabelli & Company"), the wholly-owned subsidiary of our 92% owned subsidiary Gabelli
Securities, Inc., is a broker-dealer registered under the Securities Exchange Act of 1934 and a member of the National
Association of Securities Dealers, Inc. (“NASD”). Gabelli & Company's revenues are derived primarily from distribution of
our Mutual Funds, brokerage commissions_on transactions in equity securities from institutional research as well as from
Gabelli clients, and from underwriting fees and selling concessions.

Mutual Fund Distribution

Gabelli & Company distributes our open-end Mutual Funds pursuant to distribution agreements with each Mutual Fund.
Under each distribution agreement with an open-end Mutual Fund, Gabelli & Company offers and sells such open-end Mutual
Fund's shares on a continuous basis and pays all of the costs of marketing and selling the shares, including printing and
mailing prospectuses and sales literature, advertising and maintaining sales and customer service personnel and sales and
services fulfillment systems, and payments to the sponsors of Third-Party Distribution Programs, financial intermediaries and
Gabelli sales personnel. Gabelli & Company receives fees for such services pursuant to distribution plans adopted under
provisions of Rule 12b-1 (*12b-1") of the Investment Company Act. Distribution fees from the open-end Mutual Funds
amounted to $21.4 million, $18.4 million and $17.1 million for the years ended December 31, 2001, 2002 and 2003,
respectively. Gabelli & Company is the principal underwriter for funds distributed in multiple classes of shares which carry
either a front end or back end sales charge. Underwriting and sales charges amounted to $419,000, $356,000 and $268,000
for the years ended December 31, 2001, 2002 and 2003, respectively.

Under the distribution plans, the open-end no load (Class AAA shares) Mutual Funds (except the Treasurer's Fund and the
Gabelli ABC Fund) and the Class A shares of various funds pay Gabelli & Company a distribution fee of .25% per year
(except the Class A shares of the Gabelli Westwood Funds which pay .50% per year) on the average daily net assets of the
fund. Class B and Class C shares have a 12b-1 distribution plan with a service and distribution fee totaling 1%. Gabelli &
Company’s distribution agreements with the Mutual Funds may continue in effect from year to year only if specifically

. approved at least annually by (1) the Mutual Fund's board of directors or trustees or (ii) the Mutual Fund's shareholders and, in
either case, the vote of a majority of the Mutual Fund's directors or trustees who are not parties to the agreement or "interested
persons" of any such party, within the meaning of the Investment Company Act. Each Mutual Fund may terminate its
distribution agreement, or any agreement thereunder, at any time upon 60 days' written notice by (i) a vote of the majority of
its directors or trustees cast in person at a meeting called for the purpose of voting on such termination or (ii) a vote at a
meeting of shareholders of the lesser of either 67% of the voting shares represented in person or by proxy or 50% of the
outstanding voting shares of such Mutual Fund. Each distribution agreenient automatically terminates in the event of its
assignment, as defined in the Investment Company Act. Gabelli & Company may terminate a distribution agreement without
penalty upon 60 days' written notice.

Gabelli & Company also offers our open-end mutual fund products through our website, www.gabelli.com, where mutual
fund investors can access their personal account information and buy, sell and exchange Fund shares. Fund prospectuses,
quarterly reports, fund applications, daily net asset values and performance charts are all available. As part of our efforts to
educate investors, we introduced Gabelli University with our initial publications “Deals, Deals... and More Deals™ and
“Global Convertible Investing: The Gabelli Way.” Our website is an active, informative and valuable resource which we
believe has become an increasingly important feature of our client service efforts.

Institutional Research

Gabelli & Company provides institutional investors with investment ideas on numerous industries and special situations, with

a particular focus on small and midcap companies. Our team of over 235 sell-side analysts follow economic sectors on a global
basis, and are bottom-up stock pickers, recommending companies that trade at significant differences to Private Market Value.
Our research focuses on company fundamentals, cash flow statistics, and catalysts that will help realize returns.

Commissions
Gabelli & Company generates brokerage commission revenues from securities transactions executed on an agency basis on
behalf of our mutual funds, institutional and high net worth clients as well as from institutional and retail customers.

Commission revenues totaled $15.9 million, $13.9 million, and $12.9 for the years ended December 31, 2001, 2002 and 2003,
respectively.
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Underwriting

Gabelli & Company is involved in external syndicated underwriting activities. In November 2003 Gabelli & Company was a
leader in the underwriting group that led the initial public offering of GDV. In 2001, 2002 and 2003 Gabelli & Company
participated in 7, 10 and 9 syndicated underwritings of public equity and debt offerings managed by major investment banks
with commitments of $33.7 million, $34.9 million and $24.7 million, respectively. .

Competition

We compete with other investment management firms and mutnal fund companies, insurance companies, banks, brokerage
firms and other financial institutions that offer products that have similar features and investment objectives to those offered
by us. Many of the investment management firms with which we compete are subsidiaries of large diversified financial
companies and many others are much larger in terms of assets under management and revenues and, accordingly, have much
larger sales organizations and marketing budgets. Historically, we have competed primarily on the basis of the long-term
investment performance of many of our funds. However, we have taken steps to increase our distribution channels, brand
name awareness and marketing efforts. Although there can be no assurance that we will be successful in these efforts, our
market share of Mutual Funds has increased over the past few years.

The market for providing investment management services to institutional and high net worth Separate Accounts is also highly
competitive. Approximately 39% of our investment advisory fee revenue for the year ended December 31, 2003 was derived
from our Separate Accounts. Selection of investment advisers by U.S. institutional investors is often subject to a screening
process and to favorable recommendations by investment industry consultants. Many of these investors require their
investment advisers to have a successful and sustained performance record, often five years or longer, and also focus on one
and three year performance records. We have significantly increased our assets under management on behalf of U.S.
institutional investors since our entry into the institutional asset management business in 1977. At the current time, we believe
that our investment performance record would be attractive to potential new institutional and high net worth clients.

However, no assurance can be given that our efforts to obtain new business will be successful.

Intellectual Property

Service marks and brand name recognition are important to our business. We have rights to the service marks under which our
products are offered.” We have registered certain service marks in the United States and will continue to do so as new
trademarks and service marks are developed or acquired. We have rights to use (i) the “Gabelli” name, (ii) the “GAMCOQO”
name, (iii) the research triangle logo, and (iv) the “Mighty Mites” name. Pursuant to an assignment agreement, Mr. Gabelli
has assigned to us all of his rights, title and interests in and to the “Gabelli” name for use in connection with investment
management services, mutual funds and securities brokerage services. However, under the agreement, Mr. Gabelli will retain
any and all right, title and interest he has or may have in the “Gabelli” name for use in connection with (i) charitable
foundations controlled by Mr. Gabelli or members of his family or (ii) entities engaged in private investment activities for Mr.
Gabelli or members of his family. In addition, the funds managed by Mr. Gabelli outside Gabelli have entered into a license
agreement with us permitting them to continue limited use of the “Gabelli” name under specified circumstances. We have
taken, and will continue to take, action to protect our interests in these service marks.

Regulation

Virtually all aspects of our businesses are subject to various Federal and state laws and regulations. These laws and
regulations are primarily intended to protect investment advisory clients and shareholders of registered investment companies.
Under such laws and regulations, agencies that regulate investment advisers and broker-dealers such as us have broad
administrative powers, including the power to limit, restrict or prohibit such an adviser or broker-dealer from carrying on its
business in the event that it fails to comply with such laws and regulations. In such event, the possible sanctions that may be
imposed include the suspension of individual employees, limitations on engaging in certain lines of business for specified
periods of time, revocation of investment adviser and other registrations, censures, and fines. We believe that we are in
substantial compliance with all material laws and regulations.

Qur business is subject to regulation at both the federal and state level by the Securities and Exchange Commission
(“Commission”) and other regulatory bodies. Certain of our subsidiaries are registered with the Commission under the
Investment Advisers Act, and the Mutual Funds are registered with the Commission under the Investment Company Act.
Three of our subsidiaries are also registered as broker-dealers with the Commission and are subject to regulation by the NASD
and various states.
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The subsidiaries of Gabelli that are registered with the Commission under the Investment Advisers Act (Gabelli Funds LLC,
Gabelli Advisers, Inc., Gabelli Fixed Income LLC and GAMCO) are regulated by and subject to examination by the
Commission. The Investment Advisers Act imposes numerous obligations on registered investment advisers including
fiduciary duties, record keeping requirements, operational requirements, marketing requirements and disclosure obligations.
The Commission is authorized to institute proceedings and impose sanctions for violations of the Investment Advisers Act,
ranging from censure to termination of an investment adviser's registration. The failure of a subsidiary to comply with the
requirements of the Commission could have a material adverse effect on us. We believe that we are in substantial compliance
with the requirements of the regulations under the Investment Advisers Act. '

We derive a substantial majority of our revenues from investment advisory services through our investment management
agreements. Under the Investment Advisers Act, our investment management agreements terminate automatically if assigned
without the client's consent. Under the Investment Company Act, advisory agreements with registered investment companies
such as the Mutual Funds terminate automatically upon assignment. The term "assignment" is broadly defined and includes
direct assignments as well as assignments that may be deemed to occur, under certain circumstances, upon the transfer,
directly or indirectly, of a controlling interest in Gabelli.

In their capacity as broker-dealers, Gabelli & Company, Inc., Gabelli Fixed Income Distributors, Inc. and Gabelh Direct, Inc.
are required to maintain certain minimum net capital and cash reserves for the benefit of our customers. Gabelli & Company,
Inc.’s and Gabelli Fixed Income Distributors, Inc.’s net capital, as defined, has consistently met or exceeded all minimum
requirements. Gabelli Direct, Inc., which was acquired on December 22, 2000 and is currently dormant, has also consistently
met or exceeded all minimum requirements. Gabelli & Company, Inc., Gabelli Fixed Income Distributors, Inc. and Gabelli
Direct, Inc. are also subject to periodic examination by the NASD.

Subsidiaries of Gabelli are subject to the Employee Retirement Income Security Act of 1974, as amended (“ERISA”), and to
regulations promulgated there under, insofar as they are “fiduciaries” under ERISA with respect to certain of their clients.
ERISA and applicable provisions of the Internal Revenue Code of 1986, as amended (the “Code”), impose certain duties on
persons who are fiduciaries under ERISA and prohibit certain transactions involving ERISA plan clients. Our failure to
comply with these requirements could have a material adverse effect on us.

Investments by Gabelli on behalf of our clients often represent a significant equity ownership position in an issuer's class of
stock. As of December 31, 2003, we had five percent or more beneficial ownership with respect to 126 equity securities. This
activity raises frequent regulatory and legal issues regarding our aggregate beneficial ownership level with respect to portfolio
securities, including issues relating to issuers' shareholder rights plans or “poison pills,” state gaming laws and regulations,
federal communications laws and regulations, public utility holding company laws and regulations, federal proxy rules
governing shareholder communications and federal laws and regulations regarding the reporting of beneficial ownership
positions. Our failure to comply with these requirements could have a material adverse effect on us.

The USA Patriot Act of 2001, enacted in response to the terrorist attacks on September 11, 2001, contains anti~money
laundering and financial transparency laws and mandates the implementation of various new regulations applicable to broker-
dealers, mutual funds and other financial services companies, including standards for verifying client identification at account
opening, and obligations to monitor client transactions and report suspicious activities. Anti-money-laundering laws outside
of the U.S. contain some similar provisions. Our failure to comply with these requirements could have a material adverse
effect on us.

We, and certain of our affiliates, are subject to the laws of non-U.S. jurisdictions and non-U.S. regulatory agencies or bodies.
In particular, we are subject to requirements in numerous jurisdictions regarding reporting of beneficial ownership positions in
securities issued by companies whose securities are publicly traded in those countries. In addition, GAMCO is registered as an
international adviser, investment counsel and portfolio manager with the Ontario Securities Commission in Canada in order to
market our services to prospective clients which reside in Ontario. Several of our Alternative Investment products are
organized under the laws of foreign jurisdictions. In connection with our opening of an office in London and our plans to
market certain products in Europe we are required to comply with the laws of the United Kingdom and other European
countries regarding these activities. Our subsidiary, Gabelli Asset Management (UK) Limited is regulated by the Financial
Services Authority. In connection with our registration in the United Kingdom we have minimum capital requirements that
have been consistently met or exceeded.
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Recent regulatory developments

On September 3, 2003, the New York Attorney General’s office (“NYAG”) announced that it had found evidence of
widespread improper trading involving mutual fund shares. These transactions included the “late trading” of mutual fund
shares after the 4:00 p.m. pricing cutoff and “time zone arbitrage” of mutual fund shares designed to exploit pricing
inefficiencies. Since the NYAG’s announcement, the NASD, the SEC, the NYAG and officials of other states have been
conducting inquiries into and bringing enforcement actions related to trading abuses in mutual fund shares. We received
information requests from the SEC and a subpoena from the NYAG in connection with their inquiries. We are complying
with these requests and have been conducting an internal review of our mutual fund practices and procedures in a variety of
areas with the guidance of outside counsel. A special committee of all of our independent directors was also formed to review
various issues involving mutual fund share transactions and is being assisted by independent counsel.

As part of our review, hundreds of documents were examined and approximately fifteen individuals were interviewed. We
found no evidence that any employee participated in or facilitated any “late trading”. We also found no evidence of any
improper trading in our mutual funds by our investment professionals or senior executives. As we previously reported, we did
find that in August of 2002, we banned an account, which had been engaging in frequent trading in our Global Growth Fund
(the prospectus of which did not impose limits on frequent trading) and which had made a small investment in one of our
hedge funds, from further transactions with our firm. Certain other investors had been banned prior to that. Since our internal
review and requests from regulators are ongoing, we can make no assurances that additional information will not become
available or that we will not become subject to disciplinary action.

In response to industry wide inquiries and enforcement actions, a number of regulatory and legislative initiatives have been
recently introduced. The SEC has adopted and proposed a number of rules under the Investment Company Act and the
Investment Advisers Act. For example, the SEC adopted final rules requiring written compliance programs for registered
investment advisers and registered investment companies. Several bills have also been introduced in Congress and one has
passed the House of Representatives. These proposals, if enacted or adopted, could have a substantial impact on the
regulation and operation of our registered and unregistered funds. For example, the Mutual Fund Reform Act of 2004 would,
among other things, eliminate Rule 12b-1 distribution fees, prohibit soft dollar arrangements and restrict the management of
hedge funds and mutual funds by the same manager. In the coming months, the investment management industry is likely to
continue facing a high level of regulatory scrutiny and become subject to additional rules designed to improve disclosure,
strengthen controls and reduce conflicts of interest.

Personnel

At March 1, 2004, we had a full-time staff of approximately 197 individuals, of whom 83 served in the portfolio management,
research and trading areas, 71 served in the marketing and shareholder servicing areas and 43 served in the administrative
area. As part of our staff, we employ 18 portfolio managers for the Mutual Funds, Separate Accounts and Alternate
Investment products. Additionally, Westwood Management employs three portfolio managers who advise five of the six
portfolios of the Gabelli Westwood family of funds, and Ned Davis Research, Inc. employs five portfolio managers who are
responsible for the management of the Ned Davis Research Asset Allocation Fund.

ITEM 2: PROPERTIES

At December 31, 2003 we leased our principal offices which cousisted of a single 60,000 square foot building located at 401
Theodore Fremd Avenue, Rye, New York. This building was leased in December 1997 (prior to our 1999 IPO) from an entity
controlled by members of Mr. Gabelli's family, and approximately 9,000 square feet are currently subleased to other tenants.
We receive rental payments under the sublease agreements, which totaled approximately $260,000 in 2003 and were used to
offset operating expenses incurred for the property. The lease provides that all operating expenses related to the property,
which are estimated at $650,000 annually, are to be paid by us.

We have also entered into leases for office space in both the U.S. and overseas principally for portfolio management, research,

sales and marketing personnel. These offices are generally less than 4,000 square feet and leased for periods of five years or
less.
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ITEM 3: LEGAL PROCEEDINGS

From time to time, we are a defendant in various lawsuits incidental to our business. We do not believe that the outcome of
any current litigation will have a material effect on our financial condition.

ITEM 4: SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted to a vote of our security holders during the fourth quarter of 2003.

PARTII

ITEM5: MARKET FOR THE REGISTRANT’S COMMON EQUITY AND RELATED STOCKHOLDER
MATTERS

Our shares of class A common stock have been traded on the New York Stock Exchange (NYSE) under the symbol GBL
since our initial public offering on February 11, 1999. Prior to that there was no public market for our common stock.

As of March 1, 2004 there were 133 class A common stockholders of record and 3 class B common stockholders of record
{Gabelli Group Capital Partners, Inc. and two of its wholly-owned subsidiaries). These figures do not include stockholders
with shares held under beneficial ownership in nominee name which are estimated to be in excess of 4,000.

The following table sets forth the high and low prices of our class A common stock for each quarter of 2003 and 2002 as
reported by the New York Stock Exchange.

Quarter Ended High Lo
March 31,2003 $33.50  $25.60
June 30, 2003 $3624  $2625

September 30, 2003 $39.00 $34.61
December 31, 2003 $ 40.80 $33.50

March 31, 2002 $44.45 $35.60
June 30, 2002 $41.05 $35.22
September 30, 2002 $36.65 $ 24.40
December 31, 2002 $33.92 $27.20

We paid our first dividend, a $.02 per share dividend on December 15, 2003 to our class A shareholders of record December
1, 2003. The class B shareholders elected to waive receipt of this dividend in 2003.

The information set forth under the caption “Equity Compensation Plan Information” in the Proxy Statement is incorporated
herein by reference.
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ITEM 6: SELECTED FINANCIAL DATA
General
The selected historical financial data presented below has been derived in part from, and should be read in conjunction with

Management’s Discussion and Analysis included in Item 7 and the audited Consoclidated Financial Statements of Gabelli
Asset Management Inc. and subsidiaries and related notes included in Item 8 of this report.

Year Ended December 31,

(In thousands, except per share data)
1999 2000 2001 2002 2003
Income Statement Data
Revenues:
Investment advisory and
incentive fees ....ccoovviveiiininenrnn, $147,414 $190,200 $186,124 $177,077 $176,943
Commission revenue. .............coun..... 11,856 16,805 15,939 13,883 12,863
Distribution fees and other income .. 16,992 26,913 22,351 18.999 17,631
Total revenues............ooevervrcrennennae 176,262 233918 224414  209.959 207.437
Expenses:
Compensation Costs ........c.ccvuereeenrenn. 71,860 97,055 85,754 80,387 89,169
Management fee...........cocceveviiveeennne 10,153 11,296 11,325 9,533 9,002
Other operating expenses................. 28,917 36,653 33,887 30,377 34,552
Non-recurring charge.........c.ccoeevivn. 50,725 - - - -
Total eXPenses.....c.coovvvervrerierecrunns 161,655 145,004 130,966 120,297 132.723
Operating income............ccoocverereneenns 14,607 88.914 93,448 89,662 74,714
Other income (expense), net: o
Net gain from investments............... 14,253 6,716 5,187 1,353 15,610
Interest and dividend income............ 6,850 9,745 9,461 6,757 5,530
Interest eXpense......c.ocvvevrinrereernnens (3.438) (3.714) (6.174) (11977) (14.838)
Total other income (expense), net., 17.665 12,747 8.474 (3.867) 6,302
Income before income taxes '
and minority interest ........ccvveeueeenn. 32,272 101,661 101,922 85,795 81,016
INCOME tAXES c.evvrveeeirinreernieneennieanis 10,467 40,257 39,342 32,259 30,339
Minority interest..........oeeeeirireennnsn. 3,270 3.409 1,482 224 833
Net iNCOME ...ccvvirireeiriernirereieriieiennns 18,535 $57,995  $61.098 53312 $49.844
Net income per share:
BasiC......oooiiiieie e, $ 064 § 196 $ 206 $ 177 § 1.66
Diluted ....oovevverieriririeiee e 3 064 $ 194 $§ 203 $ 176 $ 165
Weighted average shares outstanding:
BasiCuiiiece e 29,117 29,575 29,666 30,092 30,018
Diluted ..o e 29,117 29,914 30,783 30,302 32,081
Actual shares outstanding at
'December 318t ....rvrveerreereereenan, _29.699 _29519 _29.828 29881 _30,050
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December 31,
1999 2000 2001 2002 2003

(In thousands, except assets under management)

Balance Sheet Data
Total 8SSetS...viviiriricriieeeireereesreeve s $243,062 $317,804 $486,394 _$582,731 $736,511

Total liabilities and
MINOLILY INTEreSt . o.vveresiereerrenernrerinnes 95486 115607 _211.097 260,938 _358.200
Total stockholders’ equity......c.cocveueee $147,576 $202,197 $275297 $321.793 $378.311

Assets Under Management (unaudited)
(at year end, in nullions):

Separate ACCOUNLS.....c.cocveveerrerrrinene $ 10,064 $ 11,001 § 12,233 $ 10,603 § 13,535
Mutual Funds .......cocooeeevvivviie 11,640 12,113 11,955 10,068 13,332
Alternative Investments ......c.....c..c.. 230 437 573 578 692

Totalviiiioiic e $ 21934 §$ 23551 $24761 $ 21,249 §$ 27,559

Year Ended December 31, 1999
(In thousands, except per share data)

Unaudited Pro Forma Income Statement Data

Revenues:
Investment advisory and INCENtIVE FEES ....cevoveveeiieiiiiciiiecee e eee e inae s $ 147,414
COMIMISSION TEVETIUE ...c.vviveeierreeetieeeeeesesteesseeteesnesereeseesoreesreenssnssesseeanssesesssessessenns 11,856
Distribution fees and Other INCOME .........ceevirerinerecerc et erenes 16,992
TOtAl TEVEIUES . ..eueeevieriiiiiricer ettt et sttt ere e e s rneenenes 176,262
Expenses:
COMPENSALION COSES 1vverrririrrerreriereeeeassessessesreeessusssesessrsrasessrssessmssessnessessonsesses 71,860
Management TEE.......c..oov it 9,057
Other Operating EXPEeNSES ........ccviiiiiiiiiiiiiiiiie e s ena st s b sbenes 28,894
NOD-TECUITING CHALZR ....cvevriitiiiici i ettt 50,725
TOtAl BXPENSES..c.vereeirrerterceeirc ettt e e e e 160.536
OPEIAtiNG IMCOMIE. ....cucrieveaceretrteieresereresee oo st st rcobe s ese st e b et b ebe e emresrenesenes 15.726
Other income: '
Net gain from INVESUIENTS .. ocvviirecrireeerecriessererenie e stesreoresteseestastessresesesneseseesnes 12,350
Interest and dividend INCOME .....cooviiiieiiiiiiciecre e e e e e e sebe e s 6,374
INtETESt EXPENSE. ...evereiriiii ettt et sttt s (3.653)
Total Other INCOME, TIEL ... vivvriiiriccreeee et e r e stre et seereeeeeeeesveeenes 15,071
Income before income taxes and minority interest 30,797
INCOMIE fAXES L.oiiiieie et e ettt 12,728
IMINOTIEY INEETESL. c.eeeeriitenirtete s oottt st e st sttt et e e e ebebeens 3,270
INEE INCOIMIE . . eeeviee sttt v et st s eestesaeeobeesareesebesiabseeavaeeraasensnesessenssessonssornnsesrnsesrtens $ 14,799 (a)
Net income per share:
Basic and diluted.......ccoveieiiiiiiinicc et $ 0.50 (a)

Weighted average shares outstanding:
Basic and diluted.....cc.coveireieie et 29,890
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The foregoing unaudited pro forma income statement data gives effect to (i) the Reorganization, including the gain from
investments, the reduction in interest and dividend income, the lower management fee and the increase in interest expense as
if the Employment Agreement (see Note I to the Consolidated Financial Statements) had been in effect for the full year ended
December 31, 1999 and (ii) the additional income taxes which would have been recorded if GFI had been a “C” corporation
instead of an “‘S” corporation based on tax laws in effect. The unaudited pro forma data does not give effect to the use of
proceeds received from the Offering for the period prior to the Offering.

The unaudited pro forma adjustments are based upon available information and certain assumptions that our management
believed were reasonable under the circumstances. The pro forma financial data does not purport to represent the results of
operations or the financial position of Gabelli which actually would have occurred had the Reorganization been consummated
on the aforesaid dates, or project the results of operations or the financial position of Gabelli for any future date or period.

(a) Excluding the non-recurring charge related to the note payable (830.9 million, net of tax benefit of $19.8 million, or $1.03 per share)
net income and net income per share for the year ended December 31, 1999 were $45.7 million and $1.53, respectively.
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ITEM7: MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

The following discussion should be read in conjunction with the Consolidated Financial Statements and the notes thereto
included in Item 8 to this report.

Introduction

Our principal business is providing investment advisory and brokerage services to mutual fund, institutional and high net
worth investors, primarily in the United States. We generally manage assets on a discretionary basis and invest in a variety of
U.S. and international securities through various investment styles.

Our revenues are highly correlated to the level of assets under management, which are directly influenced by the value of the
overall equity markets. Assets under management can also increase through acquisitions and by the addition of new accounts,
Since various equity products have different fees, changes in our business mix may also affect revenues. At times, the
performance of our equity products may differ markedly from popular market indices, and this can also impact our revenues.
It is our belief that general stock market trends will have the greatest impact on our level of assets under management and
hence, revenues. This becomes increasingly likely as the base of assets grows.

For the 77-year period ended December 31, 2003, stocks provided an average total return of about 10.4%, according to
Ibbotson Associates. Management believes the market will continue to exhibit volatility in line with historical experience and
believes the 28.7% return registered by the S&P 500 Index in 2003 must be taken in the context of a market that declined in
the 3 prior years. For planning purposes, we are estimating stock market gains of 6% to 8% for the next 3 to 5 year period,
driven by a similar magnitude of growth in corporate profits. We expect that an increase in tax rates or inflation rates would
reduce stock market returns. Similarly, increased regulation of the mutual fund industry, combined with growing fee
pressures and our willingness to participate in certain NTF programs, may impair our profit margins.

As discussed in the Regulation section in Item 1 of this report, the Mutual Fund Reform Act of 2004 (the “Mutual Fund Act™)
if enacted would impact Rule 12b-1 distribution fees, prohibit soft dollar arrangements and restrict the management of hedge
funds and mutual funds by the same portfolio manager. The effects of the Mutual Fund Act and potentially other regulatory
actions pose a risk to our future revenues and operating margins. While we are unable to quantity the effects at this time, the
impact may be material to our business.

Overview

Investment advisory and incentive fees, which are based on the amount and composition of assets under management in our
Mutual Funds, Separate Accounts and Alternative Investments, represent our largest source of revenues. In addition to the
general level and trends of the stock market, growth in revenues depends on good investment performance, which influences
the value of existing assets under management as well as contributing to higher investment and lower redemption rates and
facilitating the ability to attract additional investors while maintaining current fee levels. Growth in assets under management
is also dependent on being able to access various distribution channels, which is usually based on several factors, including
performance and service. Historically, we have depended primarily on direct distribution of our products and services, but
since 1995 have participated in Third-Party Distribution Programs, including NTF Programs. A majority of our cash inflows
to mutual fund products have come through these channels since 1998. Attempts by some NTF Program sponsors to increase
their service or distribution fees may result in several of our Mutual Funds being withdrawn from such programs. The effects
of this on our future financial results cannot be determined at this time, but could be material. In recent years, we have been
engaged to act as a sub-adviser for other much larger financial services companies with much larger sales distribution
organizations. A substantial portion of the cash flows into our institutional and separate accounts business has come through
this channel. These sub-advisory clients are subject to business combinations that may result in the termination of the
relationship. The loss of a sub-advisory relationship could have a significant impact on our financial results in the future.

Advisory fees from the Mutual Funds and sub-advisory accounts are computed daily or weekly, advisory fees from the
Separate Accounts are generally computed quarterly based on account values as of the end of the preceding quarter, and
Alternative Investment fees are computed either monthly or quarterly. These revenues vary depending upon the level of sales
compared with redemptions, financial market conditions and the fee structure for assets under management. Revenues derived
from the equity-oriented portfolios generally have higher management fee rates than fixed income portfolios. Revenues from
our Alternative Investments also generally include an incentive allocation or fee of 20% of the economic profit, as defined.

- The incentive allocation and fees are recorded as earned with the related compensation expense accrued. The incentive
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allocation and fees and related compensation expense may increase or decrease during the year depending upon the
performance of the underlying Alternative Investment products. We also receive fulcrum fees from certain Separate Accounts
based upon meeting or exceeding certain contractual investment return thresholds over a stipulated period of time. These fees
are finalized and received when the contract period is completed. Certain fees in our closed end funds are only earned if the
fund’s total return is greater than a specified total return. A total of $575 million of assets in closed-end funds are subject to
such arrangements.

Commission revenues consist of brokerage commissions derived from securities transactions executed on an agency basis on
behalf of mutual funds, institutional and high net worth clients as well as investment banking revenue, which consists of
underwriting profits, selling concessions and management fees associated with underwriting activities. Commission revenues
vary directly with account trading activity and new account generation. Investment banking revenues are directly impacted by
the overall market conditions, which affect the number of public offerings which may take place.

Distribution fees and other income primarily include distribution fee revenue in accordance with Rule 12b-1 (“12b-1) of the
Investment Company Act of 1940, as amended (the “Investment Company Act”), along with sales charges and underwriting
fees associated with the sale of the Mutual Funds plus other revenues. Distribution fees fluctuate based on the level of assets
under management and the amount and type of Mutual Funds sold directly by Gabelli & Company and through various
distribution channels. As discussed in the Regulation section in Item 1 of this report, the effects of the Mutual Fund Reform
Act of 2004 if enacted and other congressional and SEC actions pose a risk to Gabelli & Company’s future distribution fee
revenue as 12b-1 fees may be repealed or restricted.

Compensation costs include variable and fixed compensation and related expenses paid to officers, portfolio managers, sales,
trading, research and all other professional staff. Other operating expenses include marketing, product distribution and
promotion costs, clearing charges and fees for Gabelli & Company’s brokerage operation, and other general and
administrative operating costs.

Other Income and Expenses include net gain from investments (which includes both realized and unrealized gains), interest
and dividend income, and interest expense. Net gain from investments are derived from our proprietary investment portfolio

consisting of various public and private investments.

Minority interest represents the share of net income attributable to the minority stockholders, as reported on a separate
company basis, of our consolidated majority-owned subsidiaries.

Asset Highlights

We reported assets under management as follows (dollars in millions):

% Inc(Dec)
1999 2000 2001 2002 2003 2003/2002- % CAGR
(a)

Mutual Funds

Open-End $8509 §$8979 $8334 §$6,482 $8,088 24.8% (1.3%)

Closed-End 1,950 1,709 1,831 1,609 3,530 119.4 16.0

Fixed Income 1,181 1.425 1.790 1,977 1,714 (13.3) 9.8
Total Mutual Funds 11,640 12,113 11,955 10,068 13,332 324 3.5
Institutional & Separate Accounts

Equities 9,370 10,142 11,513 9,990 13,031 30.4 8.6

Fixed Income 694 859 720 613 504 (17.8) 7.7
Total Institutional & Separate Accounts 10,064 11,001 12,233 10,603 13,535 27.7 7.7
Alternative Investments 230 437 573 578 692 19.7 31.7
Total Assets Under Management $21934 $23551 $24761 $21,249 §$27,559 29.7 .59

(a) the % CAGR is computed for the five year period December 31, 1998 through December 31, 2003
Net inflows in 2003 totaled $1.1 billion compared to a net outflow of $61 million in 2002 and a net inflow of $2.7 billion in

2001. The 2002 cash flows do not include $248 million in assets under management added through our affiliation with
Woodland Partners LLC in November 2002.
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Total net inflows from equities products were approximately $1.5 billion in 2003 with the initial public offering of The
Gabelli Dividend & Income Trust (*GDV”) in November 2003 being the most significant contribution to net inflows as the
offering added approximately $1.46 billion of assets. Total net outflows from fixed income products were $391,000 in 2003.

For the three years ended December 31, 2001, 2002 and 2003 our net cash inflows and outflows by product line were as
follows (in millions):

2001 2002 2003

Mutual Funds

Equities $ 846 $(188) $1,364

Fixed Income 310 156 (276)
Total Mutual Funds 1.156 (32) 1.088
Institutional HNW & Separate Accounts

Equities 1,600 97 52

Fixed Income (171) (120) (115)
Total Institutional HNW & Separate Accounts 1,429 (23) (63)
Alternative Investments

Equities 136 (6) 54

Fixed Income - - -
Total Alternative Investments 136 (6) __ 54
Total Equities 2,582 97 1,470
Total Fixed Income -139 36 (391)
Total Net Cash In (Out) Flows $2721 6D $ 1,079

Operating Results for the Year Ended December 31, 2003 as Compared to the Year Ended December 31, 2002
Revenues

Total revenues were $207.4 million in 2003, $2.6 million or 1.2% below total revenues of $210.0 million in 2002. The
decline in total revenues by revenue component was as follows (in millions):

Increase (decrease)

2002 2003 s %
Investment advisory and incentive fees $177.1 $176.9 $ (0.2)
(0.1%)
Commissions . 13.9 - 129 (1.0) (1.3)
Distribution Fees and other income 19.0 : 17.6 1.4 1.2)
Total revenues $210.0 $2074 $(2.6) (1.2)

Investment Advisory and Incentive Fees: Investment advisory and incentive fees, which comprised 85% of total revenues in
2003, are directly influenced by the level and mix of assets under management. Assets under management ended the year ata
record $27.6 billion, a 29.7% increase over prior year end assets under management of $21.2 billion. Despite reaching a
record level of assets on December 31, 2003, investment advisory fees in 2003 declined slightly from 2002 as average assets
under management in 2003 declined to $22.4 billion from $23.6 billion in 2002. As we look forward to 2004, investment
advisory fees will benefit from a full twelve months of revenue from GDV. The initial public offering of GDV generated
gross proceeds of approximately $1.46 billion in November 2003 and added an additional $194 million of gross proceeds
through the exercise of the underwriters’ overallotment option in January 2004.

Mutual fund revenues increased $1.4 million or 1.5%, as lower revenues from open-end equity mutual funds were more than
offset by higher revenues from closed-end funds. Revenue from open-end equity funds decreased $4.5 million or 5.9% from
the prior year as average assets under management in 2003 declined to $7.1 billion from $7.4 billion in 2002. The increase in
assets during the last half of 2003 resulting from strong performance results did not offset the effect on revenues of fower
asset levels during the first six months. Closed-end fund revenues increased $5.9 million or 47.1% from the prior year as fees
from assets subject to performance fee arrangements where the fees are earned based upon the respective fund meeting or
exceeding certain contractual investment thresholds over a stipulated period of time contributed to the majority of this
increase. Closed-end fund assets and revenue also benefited from the launch of GDV during the fourth quarter of 2003.
GDYV began trading on the New York Stock Exchange on November 25, 2003 and commenced investment operations on
November 28, 2003. :
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Revenue from our institutional and high net worth Separate Accounts decreased $7.4 million or 10.3% as lower average asset
levels and a lower average advisory fee rate due to the effect of a shift in account mix were the principal reasons for the
decline. While revenue declined, assets in our equity Separate Accounts rose $3 billion or 30.4% for the year of which $1.7
billion or 15.3% of this increase occurred in the 4th quarter of 2003, principally through market appreciation. As our Separate
Account revenues are largely based on values at the beginning of a quarter, the impact of the fourth quarter increase will be
more fully realized in 2004. The strong historical performance of our Separate Accounts coupled with renewed interest from
investors seeking to rebalance their portfolios and reallocate from fixed income to tax-sensitive, separately managed equity
accounts should provide additional benefits in 2004.

Total advisory fees from alternative investments increased to $14.2 million in 2003 from $7.5 million in 2002. Higher overall
assets under management led to an increase in management fees of 8.0% to $6.1 million from $5.7 million in 2002. Incentive
allocations and fees from alternative investment products, which generally represent 20% of the economic profit, increased to
£8.1 million in 2003 compared to $1.8 million in 2002.

Commissions: Commission revenues in 2003 were $12.9 million, $1.0 million or 7.3% lower than commission revenues of
$13.9 million in 2002. Lower commission revenues from a decline in agency trading activity for accounts managed by
affiliated companies and the implementation of a simplified commission structure were partially offset by higher commission
revenues from institutional and retail customers. Commission revenues derived from transactions on behalf of our Mutual
Funds and Separate Account clients totaled $9.7 million, or approximately 75% of total commission revenues in 2003.

Distribution Fees and Other Income: Distribution fees and other income declined 7.2% or $1.4 million to $17.6 million in
2003 from $19.0 million in 2002. The year-to-year decline was principally the result of lower average assets under
management in open-end equity mutual funds with distribution plans and the waiver of the 12b-1 distribution fee on the ABC
fund which began in January 2003.

Expenses

Total expenses were $132.7 million in 2003, an increase of $12.4 million or 10.3% from total expenses of $120.3 million in
2002. Operating margin declined to 36.0% in 2003 from 42.7% in 2002 as operating income declined $14.9 million year over
year. .

Compensation: Compensation costs, which are largely variable in nature and increase or decrease as revenues grow or
decline, increased approximately $8.8 million, or 10.9%, to $89.2 million in 2003 from $80.4 million in 2002. The majority
of this increase was attributable to higher variable compensation related to our alternative investments (an increase of $2.5
million) and compensation not directly tied to revenues which included stock option expense (an increase of $1.3 million),
higher costs related to research, sales and investment professionals (an increase of $2.0 million) and the year-over-year effect
of a reversal of incentive compensation in 2002 ($2.2 million). While the increase in staffing has impacted operating margins
in the short-term, we have strengthened our asset gathering capabilities and broadened our research and investment expertise
which is expected to increase asset and revenue growth and improve operating margins over the longer term. In 2004, we also
expect to add professional staff to assist in the execution of our business strategy.

Manggement Fee: Management fee expense, a totally variable cost based on pre-tax proﬁts, declined 5.6% to $9 0 million in
2003 versus $9.5 million in 2002.

Other Operating Expenses: Other operating expenses, which include marketing, promotion and distribution costs as well as
general operating expenses increased $4.1 million or 13.7% to $34.5 million in 2003. A large portion of this increase related
to higher general operating expenses including accounting, legal and insurance costs which were partly related to complying
to the requirements of the Sarbanes-Oxley Act of 2002. These costs are expected to continue to have an impact in 2004 as
well as in subsequent years.

Other Income and Expense

Our proprietary investment portfolio consists of investments in mutual funds, U.S. treasury bills, common stocks as well as
private investments. Net gain from investments, which is derived from our proprietary investment portfolio, was
approximately $15.6 million for the year ended December 31, 2003 compared to $1.4 million in 2002. In 2003 a gain of $0.1
million was realized from the repurchase of 20,600 shares of our mandatory convertible securities.

Interest and dividend income was $5.5 million in 2003 compared to $6.8 million in 2002. The decrease in interest income
was principally the result of a decrease in short-term interest rates. Dividend income included a $518,000 dividend received
in the third quarter of 2003 from our Westwood Holdings Group, Inc. (“WHG?”) investment,
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Interest expense rose $2.8 million to $14.8 million in 2003, from $12.0 million in 2002. The increase in interest expense was
attributable to the issuance of $100 million 5.5% senior notes in May 2003 offset partially from the decrease of 1% on the
convertible note from 6% to 5% in August 2003. The note is convertible, at the holder’s option, into shares of our class A
common stock at $52 per share.

The mandatory convertible securities consist of both a purchase contract to purchase shares of our class A common stock on
February 17, 2005 and senior notes due February 17, 2007. The purchase contract includes a contract adjustment payment of
0.95% per year and the notes bear interest at 6% per year, which rate is expected to be reset on November 17, 2004. The
settlement of the purchase contract in February 2005 will result in the issuance of between 1.8 million and 2.2 million shares
of our class A common stock which will have a dilutive effect on earnings per share.

Income Taxes
The effective tax rate for 2003 was 37.4% down from the 2002 effective tax rate of 37.6% traceable to the effect of a dividend
received deduction related to the WHG dividend.

Minority Interest

Minority interest expense was $0.8 million in 2003 up 271.9% from $0.2 million in 2002. The increase in minority interest
expense was largely the result of increased earnings from our alternative investment products and income from our
investments at our 92% owned subsidiary, Gabelli Securities, Inc.

Net Income

Net income for 2003 was $49.8 million or $1.65 per diluted share versus $53.3 million or $1.76 per diluted share for 2002.
The decline in net income of 6.5% in 2003 can be attributed to the impact of weak equity markets during the first six months
of the year on average assets under management, higher compensation costs and an increase in other operating expenses.

Shares outstanding on a diluted basis at December 31, 2003 were 32.1 million and included 1.9 million shares from the
assumed conversion of our convertible note for the full year 2003 as under the applicable accounting methodology used to
compute dilution, the convertible note was dilutive. The full number of shares which may be issued upon conversion of this
note is approximately 1.9 million. Shares issuable under the mandatory convertible securities are excluded from the diluted
shares calculation under current accounting rules. Shares of our class A common stock issuable under the mandatory
convertible securities pursuant to the settlement of the purchase contract in February 2005 will be between 1.8 million and 2.2
million and will have a dilutive effect on earnings per share. During 2003, we issued 225,256 shares from the exercise of
stock options and repurchased 56,922 shares.

At December 31, 2003, we had 949,650 options outstanding to purchase our class A common stock which were granted under
our Stock Award and Incentive Plans (the “Plans”). Management may recommend to the Board of Directors to commence a
tender offer in 2004 to purchase the options granted in 2003 under the Plans. As of December 31, 2003, there were 570,500
options outstanding that would be eligible to participate in the tender offer. If the tender offer is consummated, it will result
in the acceleration of compensation and other expenses in our consolidated statement of operations in the period in which the
tender offer is completed rather than over the remaining life of the options and will result in a decline in earnings in 2004.

Dividend

We paid our first dividend of $0.02 per share on December 15, 2003 to our class A shareholders of record on December 1,
2003. The holders of our class B common stock, Gabelli Group Capital Partners, Inc. and its two subsidiaries, agreed to
waive receipt of this dividend or $460,000.

Operating Results for the Year Ended December 31, 2002 as Compared to the Year Ended December 31, 2001

Revenues
Total revenues were $210.0 million in 2002, $14.4 million or 6.4% below total revenues of $224.4 million in 2001. The
decline in total revenues by revenue component was as follows (in millions):

Increase (decrease)
2001 200

2001 2002 $ %

Investment advisory and incentive fees $186.1 - 81772 $ (9.0)

L)

(4.9%)
Commissions (2.0) (12.9)
Distribution Fees and other income (3.4) (15.0)

15.9 13.9
224 19.0
Total revenues $2244 $210.0 $(14.4) (6.4)
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Investment Advisory Fees and Incentive Fees: Investment advisory fees are directly influenced by the level and mix of asseéts
under management. Nearly 88% of assets managed by Gabelli are in equity products. Average assets managed, and therefore
investment advisory fees, continued to be impacted by the overall decline in the world equity markets during 2002. Equity
markets were down for a third straight year as the S&P 500, Russell 2002 and NASDAQ indices fell 22.1%, 20.5% and
31.1%, respectively. Against this backdrop, assets managed in our open-end equity mutual funds declined 22.2% to $6.5
billion in 2002, from $8.3 billion in 2001. Substantially all of this $1.8 billion decline was due to market performance as
equity mutual fund cash outflows were less than § 0.2 billion in 2002. The decline in equity-managed assets was largely
offset by an increase in assets managed in our fixed income products. The result of lower equity valuations and a shift in mix
to lower margin fixed income products led to a decline in mutual fund revenues of 12.8%, or $13.5 million, to $92.2 million in
2002 from $105.7 million in 2001. Investment advisory fees from our institutional and high-net-worth Separate Accounts
rose $4.9 million to $77.4 million in 2002 compared to $72.5 million in 2001, benefiting from nearly $100 million in net new
cash flows into its equity portfolios during the year. Advisory fees from alternative investment products increased 16% to
$5.7 million from $4.9 million in 2001 due to higher overall levels of assets under management. Incentive allocations from
alternative investment products, which generally represent 20% of the absolute gain in a portfolio, were lower at $1.8 million
in 2002 compared with $3.0 million in 2001 as portfolio gains were impacted by the world equity markets.

Commissions: Commission revenues in 2002 were $13.9 million, $2.0 million, or 12.9% lower than commission revenues of
$15.9 million in 2001. The lower commission revenues result from a decline in agency trading activity for accounts managed
by affiliated companies. Commission revenues derived from transactions on behalf of our Mutual Funds and Separate
Accounts clients totaled $11.9 million, or approximately 86% of total commission revenues in 2002.

Distribution Fees and Other Income: Distribution fees and other income declined 15.0% or $3.4 million to $19.0 million in
2002 from $22.4 million in 2001. The year-to-year decline was principally the result of lower average assets under
management in open-end equity mutual funds.

Expenses
Total expenses were $120.3 million in 2002, a decrease of $10.7 million, or 8.1%, from total expenses of $131.0 million in
2001. Operating income as a percentage of total revenues rose to 43% in 2002 from 42% in 2001.

Compensation: Compensation costs, which are largely variable in nature and increase or decrease as revenues grow or
decline, decreased approximately $5.4 million, or 6.3%, to $80.4 million in 2002 from $85.8 million in 2001, We began to
increase staffing in portfolio management, research and marketing during the second half of 2002 to further strengthen and
expand our core competencies in these areas. This will impact operating margins in the short-term but are expected to
strengthen our asset gathering capabilities and increase asset and revenue growth and improve operating margins over the
longer term.

Management Fee: Management fee expense, which is totally variable and increases or decreases as pre-tax profits grow or
decline, was $9.5 million in 2002 and $11.3 in 2001.

Other Operating Expenses: Other operating expenses, which include marketing, promotion and distribution costs as well as
general operating expenses were $30.4 million in 2002, a decrease of approximately $3.5 million, or 10.4%, from $33.9
million in 2001. Included in other operating costs are distribution payments to third party intermediaries, which totaled $10.8
million in 2002, a decrease of $1.5 million, or 11.9%, from $12.3 million in 2001.

Other Income and Expense

Net gain from investments, which is principally derived from our proprietary investment portfolio, was approximately $1.4
million for the year ended December 31, 2002 compared to $5.2 million in 2001. In 2002 a gain of $0.6 million was realized
from the repurchase of 218,200 shares of the mandatory convertible securities.

Interest and dividend income was $6.8 million in 2002 compared to $9.5 million in 2001.

Interest expense rose $5.8 million to $12.0 million in 2002, from $6.2 million in 2001. The increase in interest expense is
attributable to the issuance of a $100 million convertible note in August 2001 and $90 million of mandatory convertibie
securities (NYSE: GBL.I) issued in February 2002. The convertible note paid interest at a rate of 6.5% per year through
August 2002 and pays 6% thereafter. The note is convertible, at the holder’s option, into shares of our class A common stock
at $53 per share. The mandatory convertible securities pay interest at 6% and consist of both a contract to purchase shares of
GBL on February 17, 2005 and 6% senior notes due February 17, 2007.
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Income Taxes

The effective tax rate for 2002 was 37.6% down from the 2001 effective tax rate of 38.6% primarily from lower applicable
state and local income taxes.

Minority Interest

Minority interest expense was $0.2 million in 2002 down 84.9% from $1.5 million in 2001. The decrease in expense is
primarily attributable to our increased ownership in Gabelli Securities, Inc. During 2001 we raised our ownership interest to
92% from 77% through the issuance of approximately 400,000 shares of our class A common stock.

Net Income
Net income for 2002 was $53.3 million or $1.76 per diluted share versus $61.1 miilion or $2.03 per diluted share for 2001,

Shares outstanding on a diluted basis at December 31, 2002 were 30.3 million and did not include any shares from the
assumed conversion of our convertible note for the full year 2002 as under the applicable accounting methodology used to
compute dilution the convertible note was anti-dilutive. The full number of shares which may be issued upon conversion of
this note is approximately 1.9 million. Shares issuable under the mandatory convertible securities are excluded from the
diluted shares calculation under current accounting rules. Shares of our class A common stock issuable under the mandatory
convertible securities pursuant to the settlement of the purchase contract in February 2005 will be between 1.8 million and 2.2
million. During 2002, we issued 600,844 shares from the exercise of stock options and repurchased 547,526 shares.

Liquidity and Capital Resources

Our principal assets consist of cash, short-term investments, securities held for investment purposes and investments in mutual
funds and alternative products, both proprietary and external. Short-term investments are comprised primarily of United States
treasury securities with maturities of less than one year and money market funds managed by Gabelli. Although the
alternative investments are for the most part illiquid, the underlying investments of such partnerships or funds are for the most
part liquid and the valuations of these products reflect that underlying liquidity.

Summary cash flow data is as follows:
2001 2002 003

(in thousands)
Cash flows provided by (used in):

Operating activities $ 139,573 $ (38,347 $ 38,021

Investing activities (375) 18,539 (64,252)

Financing activities 96.978 25.791 101,312
Increase in cash and cash equivalents 236,176 5,983 75,081
Cash and cash equivalents at beginning of year 69,271 305,447 311.430
Cash and cash equivalents at end of year $ 305447 §_ 311,430 $ 386511

Cash and liquidity requirements have historically been met through cash generated by operating income and our borrowing
capacity. At December 31, 2003, we had cash and cash equivalents of $386.5 million, an increase of $75.1 million from the
prior year end. We have established a collateral account, consisting of cash and cash equivalents totaling $102.8 million, to
secure a letter of credit issued in favor of the holder of the $100 million convertible note. The letter of credit was extended
and expires on August 14, 2004, which coincides with the date of a put option the note holder may exercise. Cash and
securities held in the collateral account are restricted from other uses until the letter of credit expires.

Cash provided by operating activities of $38.0 million in 2003 results primarily from $49.8 million of net income partially
offset by a reduction in payable to brokers of $11.4 million, a reduction in securities sold, not yet purchased of $4.4 million,
equity in earnings of partnerships and affiliates of $5.7 million, an increase in investment advisory fees receivable of $6.0
million and an increase in notes and other receivables from affiliates of $4.1 million, Cash used in operating activities of
$38.3 million in 2002 results primarily from $120.0 million used to purchase equity securities and U.S. Government
obligations which, due to their maturities, are not classified as cash equivalents, offset by net income of $53.3 million, the
cash savings from recognizing $18.7 million in deferred tax assets related to the repayment of the $50 million note payabie
and the tax benefit related to the exercise of non-qualified stock options of $4.5 million.

33



Cash used in investing activities of $64.3 million in 2003 is primarily due to an increase in available for sale securities of
$55.9 million and an increase of investments, net of distributions, in certain partnerships and affiliates of $10.3 million. Cash
provided by investing activities of $18.5 million in 2002 is primarily due to distributions from certain partnerships and
affiliates of $27.2 million, offset by investments in certain partnerships and affiliates of $8.1 million.

Cash provided by financing activities of $101.3 million in 2003 was largely due to the issuance of $100 million of Senior
Notes and $3.9 million received from the exercise of our stock options by employees partially offset by the purchase of an
additional $1.9 million of our class A common stock, $0.5 million of mandatory convertible securities and $0.1 million from
our first dividend payment. Cash provided by financing activities of $25.8 million in 2002 was largely due to the issuance of
$90 million of mandatory convertible securities and $10.8 million received from the exercise of stock options on our class A
common stock by employees partially offset by the payment of a $50 million note in January 2002, the purchase of an
additional $17.2 million of our class A common stock and $5.3 million of mandatory convertible securities.

We continue to maintain our investment grade rating which we have received from two ratings agencies, Moody’s Investors
Services and Standard and Poor’s Ratings Services. We believe that our ability to maintain our investment grade rating will
provide greater access to the capital markets, enhance liquidity and lower overall borrowing costs.

Gabelli & Company is registered with the Commission as a broker-dealer and is a member of the NASD. As such, it is subject
to the minimum net capital requirements promulgated by the Commission. Gabelli & Company's net capital has historically
exceeded these minimum requirements. Gabelli & Company computes its net capital under the alternative method permitted
by the Commission, which requires minimum net capital of $250,000. As of December 31, 2003 and 2002, Gabelli &
Company had net capital, as defined, of approximately $16.9 million and $13.5 million, respectively, exceeding the regulatory
requirement by approximately $16.6 million and $13.2 million, respectively. Regulatory net capital requirements increase
when Gabelli & Company is involved in underwriting activities.

Our subsidiary, Gabelli Asset Management (UK) Limited is a registered member of the Financial Services Authority. In
connection with this registration in the United Kingdom, we have a minimum Liquid Capital Requirement of £267,000,
($475,000 at December 31, 2003) and an Own Funds Requirement of €50,000 ($63,000 at December 31, 2003). We have
consistently met or exceeded these minimum requirements.

Market Risk
Equity Price Risk

We are subject to potential losses from certain market risks as a result of absolute and relative price movements in financial
instruments due to changes in interest rates, equity prices and other factors. Our exposure to market risk is directly related to
our role as financial intermediary and adviser for assets under management in our Mutual Funds, Separate Accounts, and
Alternative Investments as well as our proprietary investment and trading activities. At December 31, 2003, our primary
market risk exposure was for changes in equity prices and interest rates. At December 31, 2002 and 2003, we had equity
investments, including mutual funds largely invested in equity products, of $69.2 million and $127.7 million, respectively.
Investments in mutual funds, $38.5 million and $98.3 million at December 31, 2002 and 2003, respectively, generally lower
market risk through the diversification of financial instruments within their portfolios. In addition, we may alter our
investment holdings from time to time in response to changes in market risks and other factors considered appropriate by
management. We also hold investments in partnerships and affiliates which invest primarily in equity securities and which are
subject to changes in equity prices. Investments in partnerships and affiliates totaled $47.9 million and $64.0 million at
December 31, 2002 and 2003, respectively, of which $35.7 million and $29.1 million were invested in partnerships and
affiliates which invest in event-driven merger arbitrage strategies. These strategies are primarily dependent upon deal closure
rather than the overall market environment.

The following table provides a sensitivity analysis for our investments in equity securities and partnerships and affiliates
which invest primarily in equity securities excluding arbitrage products, for which the principal exposure is to deal closure
and not overall market conditions, as of December 31, 2002 and 2003. The sensitivity analysis assumes a 10% increase or
decrease in the value of these investments.
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(In thousands)

Fair Value assuming Fair Value assuming
: 10% decrease in 10% increase in
Fair Value equity prices equity prices

At December 31, 2002: ‘
Equity price sensitive investments,

atfairvalue............ooovviii $ 789054 $ 71.0149 $ 86.795.9
At December 31, 2003:
Equity price sensitive investments,

atfairvalue............oooooiiin $156,328.3 $140.695.4 $171.961.1

Our revenues are largely driven by the market value of our assets under management and are therefore exposed to fluctuations
in market prices of these assets, which are largely readily marketable equity securities. Investment advisory fees for mutual
funds are based on average daily or weekly asset values. Advisory fees earned on institutional and separate accounts, for any
given quarter, are determined based on asset values at the beginning of a quarter. Any significant increases or decreases in
market value of assets managed which occur during a quarter will result in a relative increase or decrease in revenues for the
following quarter.

Alternative Investment advisory fees are computed based on monthly or quarterly asset values. The incentive allocation or fee
of 20% of the economic profit from alternative investments is impacted by changes in the market prices of the underlying
investments of these products.

Interest Rate Risk

Our exposure to interest rate risk results, principally, from our investment of excess cash in government obligations. These
investments are primarily short term in nature and the fair value of these investments generally approximates market value.
Our mandatory convertible securities include a provision to reset the interest rate in November 2004, The reset rate will be
determined by the rates the notes should bear in order for each note to have an aggregate market value of 100.5% of the
principal amount of the note. If the reset rate were determined at December 31, 2003 the interest rate would have been
approximately 5%.

Commitments and Contingencies
We are obligated to make future payments under various contracts such as debt agreements and capital and operating lease

agreements. The following table sets forth our significant contractual cash obligations as of December 31, 2003 (in
thousands):

Total 2004 2005 2006 2007 2008 Thereafter

Contractual Obligations:
5.5%.Senior notes $100,000 $ - 3 - 3 - $ - 3 - $ 100,000
5% Convertible note 100,000 - - - - - 100,000
6.95%-Mandatory

convertible securities 84,030 - - - 84,030 - -
Capital lease obligations 7,140 765 765 765 765 765 3,315
Non-cancelable operating

lease obligations - 1,434 486 425 334 168 21 -
Total $292,604 $ 1251 $§ 1,190 $§ 1,099 3 84963 § 786  $203315

In addition, the 5% convertible note provides the holder certain put rights, at par plus accrued interest, on August 13, 2004. If
exercised, we will be required to pay down the entire principal balance at that time. A collateral account consisting of cash and
securities has been established in the amount of $102.8 million to secure a letter of credit in favor of the convertible note
holder. The letter of credit will expire on August 14, 2004. -

Off-Balance Sheet Arrangements
We are the General Partner or co-General Partner of various limited partnerships whose underlying assets consist primarily of
marketable securities. As General Partner or co-General Partner, we are contingently liable for all of the limited partnerships’

liabilities.
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Our income from these limited partnerships consists of our share of the management fee and the 20% incentive allocation
from the limited partners. We also receive our pro-rata return on any investment made in the limited partnership. We earned
management fees of $2.0 million in 2002 and $2.3 million in 2003 and incentive fees of $0.3 million and $1.5 million in 2002
and 2003, respectively. Our pro-rata loss on investments in these limited partnerships totaled $0.3 million in 2002 as
compared to a gain of $2.3 million in 2003.

We do not invest in any other off-balance sheet vehicles that provide financing, liquidity, market or credit risk support or
engage in any leasing activities that expose us to any liability that is not reflected in the Consolidated Financial Statements.

Critical Accounting Policies

In the ordinary course of business we make a number of estimates and assumptions relating to the reporting of results of
operations and financial condition in the preparation of our financial statements in conformity with accounting principles. We
base our estimates on historical experience, when available, and on other various assumptions that are believed to be
reasonable under the circumstances. Actual results could differ significantly from those estimates under different assumptions
and conditions.

We believe the following critical assumptions and estimates are those applied to revenue recognition, the valuation of
investments, goodwill and other long-lived intangibles, income taxes, stock option accounting and the possible impact of
Financial Interpretation No. 46 (“FIN 46”) “Consolidation of Variable Interest Entities.”

Revenue Recognition

Advisory fees from the Mutual Funds and sub-advisory accounts are computed daily or weekly, advisory fees from the
Separate Accounts are generally computed quarterly based on account values as of the beginning of a quarter, and Alternative
Investment fees are computed either monthly or quarterly. Revenues from our Alternative Investment products also generally
include an incentive allocation or fee of 20% of the economic profit, as defined, which is recorded as earned. The incentive
allocation and fees may increase or decrease during the year as the profits of the product increase or decrease. Revenues may
also include performance fees and fulcrum fees from certain Separate Accounts and closed-end funds based upon meeting or
exceeding certain contractual investment return thresholds over a stipulated period of time. Performance and fulcrum fees are
finalized and received when the contract period is completed.

Investments

We hold investments in investment partnerships and affiliates, whose underlying assets consist mainly of marketable
securities, which are accounted for using the equity method, under which we record our share of the earnings or losses into
income as earned. While many of these underlying investments are publicly traded and have readily available market
valuations, some of their investments are non-publicly traded whose value may be difficult to determine. Investments are
written down when management believes an investment has experienced a decline in value that is other than temporary.
Future adverse changes in market conditions or poor operating results of the underlying investment could result in an inability
to recover the carrying value of the investment and thereby require an impairment charge to earnings.

Goodwill and other long-lived intangible assets

Prior to the issuance of Statement of Financial Accounting Standards (“SFAS”) No. 142, goodwill and other long-lived
intangible assets were amortized each year. The adoption of SFAS No. 142 at the beginning of 2002, eliminated the
amortization of these assets and established requirements for having them tested for impairment at least annually. At
December 31, 2003 management assessed the recoverability of goodwill and other intangible assets and determined that there
was no impairment. In assessing the recoverability of goodwill and other intangible assets, projections regarding estimated
future cash flows and other factors are made to determine the fair value of the respective assets. If these estimates or related
projections change in the future, it may result in an impairment charge for these assets to income.

Income Taxes

In the ordinary course of business, we prepare a number of tax returns, which are regularly audited by Federal, state and
foreign tax authorities. The inherent complications in the various tax codes often create the need for subjective judgments in
applying its provisions. While management believes that tax positions taken comply with tax law and are both reasonable and
supported by the facts and circumstances of the situation, upon audit additional taxes may be assessed. While assessments
may be proposed in the future, both the extent of and potential impact on financial results cannot be determined at this time.
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Stock Based Compensation

Effective January 1, 2003, we use a fair value based method of accounting for stock-based compensation provided to our
employees in accordance with SFAS No. 123, “Accounting for Stock Based Compensation.” The estimated fair value of
option awards is determined using the Black Scholes option-pricing model. This sophisticated model utilizes a number of
assumptions in arriving at its results, including the estimated life of the option, the risk free interest rate at the date of grant
and the volatility of the underlying common stock. There may be other factors, which have not been considered, which may
have an effect on the value of the options as well. The effects of changing any of the assumptions or factors employed by the
Black Scholes model may result in a significantly different valuation for the options and a resulting difference in our net
income.

Recent Accounting Developments

In April 2002, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 145, which rescinded SFAS No. 4
“Reporting Gains and Losses from Extinguishment of Debt”. Under SFAS No. 4, all gains and losses from extinguishment of
debt were required to be aggregated and, if material, classified as an extraordinary item. As a result of the rescission, the
criteria in APB Opinion No. 30 is used to classify gains and losses from debt extinguishments. Since the issuance of SFAS
No. 4, the use of debt extinguishments has become a part of the risk management strategy of many companies, particularly
those who participate in the secondary lending markets. Debt extinguishment no longer meets the criteria for classification as
extraordinary items in APB Opinion No. 30, Accordingly, gains from the repurchase of our mandatory convertible securities
in 2002 and 2003 of $613,000 and $96,000, respectively, have been included in net gain from investments and not as an
extraordinary item. The adoption of SFAS No. 145 did not have a material impact on our consolidated financial statements in
2002 and 2003 and is not expected to have a material impact on future consolidated financial statements,

In November 2002, the FASB issued Interpretation No. 45, “Guarantor’s Accounting and Disclosure Requirements for
Guarantees, Including Indirect Guarantees of Indebtedness to Others” (“FIN 45”), which provides accounting, and disclosure
requirements for certain guarantees. The disclosure requirements are effective for financial statements of interim or annual
periods ending after December 15, 2002. The Interpretation’s initial recognition and initial measurement provisions are
applicable on a prospective basis to gnarantees issued or modified after December 31, 2002. We indemnify our clearing
brokers for losses they may sustain from the customer accounts introduced by our broker-dealer subsidiaries. In accordance
with New York Stock Exchange rules customer balances are typically collateralized by customer securities or supported by
other recourse provisions. In addition, we further limit margin balances to a maximum of 25% versus 50% permitted under
exchange regulations. At December 31, 2003 the total amount of customer balances subject to indemnification (i.e. margin
debits) was immaterial. The Company also has entered into arrangements with various other third parties which provide for
indemnification against losses, costs, claims and liabilities arising from the performance of their obligations under our
agreement, except for gross negligence or bad faith. The Company has had no claims or payments pursuant to these or prior
agreements, and we believe the likelihood of a claim being made is remote. Utilizing the methodology in FIN 45, our estimate
of the value of such agreements is de minimis, and therefore an accrual has not been made in the consolidated financial
Statements.

In December 2002, the FASB issued SFAS No. 148, “Accounting for Stock-Based Compensation — Transition and
Disclosure” which provides alternative methods of transition to SFAS No. 123, “Accounting for Stock-Based Compensation”
and also amends its disclosure provisions. In addition to the Prospective method originally provided under SFAS No. 123,
SFAS No. 148 provides for a modified prospective and a retroactive restatement method. SFAS No. 148 further expands the
disclosure requirements to require disclosure in condensed consolidated interim financial statements for any period in which
stock-based awards are outstanding and accounted for using the intrinsic value method of APB Opinion No. 25. Effective
January 1, 2003, we began expensing options on a modified prospective method using the fair value recognition provisions of
SFAS No. 123.

In January 2003, the FASB issued Intepretation No. 46, “Consolidation of Variable Interest Entities” (“FIN 46”") addresses the
application of Accounting Research Bulletin No. 51, ”Consolidated Financial Statements,” to variable interest entities (“VIE”)
and generally would require that the assets, liabilities and results of operations of a VIE be consolidated into the financial
statements of the enterprise that has a controlling financial interest in it. The interpretation provides a framework for
determining whether an entity should be evaluated for consolidation based on voting interests or significant financial support
provided to the entity (i.e., variable interests).
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An entity is classified as a VIE if total equity is not sufficient to permit the entity to finance its activities without additional
subordinated financial support or its equity investors lack the direct or indirect ability to make decisions about an entity’s
activities through voting rights, absorb the expected losses of the entity if they occur or receive the expected residual returns
of the entity if they occur. Once an entity is determined to be a VIE, its assets, liabilities and results of operations should be
consolidated with those of its primary beneficiary. The primary beneficiary of a VIE is the entity which either will absorb a
majority of the VIE’s expected losses or has the right to receive a majority of the VIE’s expected residuval returns. The
expected losses and residual returns of a VIE include expected variability in its net income or loss, fees to decision makers and
fees to guarantors of substantially all VIE assets or liabilities and are calculated in accordance with Statement of Financial
Accounting Concept No. 7, “Using Cash Flow Information and Present Value in Accounting Measurements.”

On December 24, 2003, the FASB issued a revision to FIN 46 to clarify some of the provisions of this Interpretation and to
exempt certain entities from its requirements.

Application by public entities, other than small business issvers, for all other types of variable interest entities is required in
financial statements for periods ending after March 15, 2004.

While Gabelli is generally not subject to a majority of the risks of the VIEs, we may be determined, for certain entities, to
receive a majority of the expected residual returns based on the methodology for determining the primary beneficiary.
Therefore, when implemented, the Interpretation may require consolidation of certain of our investment in partnerships and
affiliates’ assets and liabilities and results of operations with minority interest recorded for the ownership share applicable to
other investors. The difference between consolidation and the equity method will impact detailed line items reported within
the consolidated financial statements but not overall consolidated net income or stockholders’ equity. Where consolidation is
not required additional disclosures may be required. We anticipate consolidating investments in partnerships and affiliates,
which are deemed to be VIEs and for which we are the primary beneficiary, in our 10-Q for the quarter ended March 31,
2004.

In May 2003, the FASB issued SFAS No. 150 "Accounting for Certain Financial Instruments with Characteristics of both
Liabilities and Equity." SFAS No. 150 is effective for financial instruments entered into or modified after May 31, 2003, and
otherwise is effective at the beginning of the first interim period after June 15, 2003. Under SFAS No. 150 certain financial
instruments shall be classified as a liability on the issuer's financials statements. The Company has adopted this statement,
which did not have a material impact on the Company's financial statements.

Seasonality and Inflation

We do not believe our operations are subject to significant seasonal fluctuations. We do not believe inflation will significantly
affect our compensation costs, as they are substantially variable in nature. However, the rate of inflation may affect our
expenses such as information technology and occupancy costs. To the extent inflation results in rising interest rates and has
other effects upon the securities markets, it may adversely affect our financial position and results of operations by reducing
our assets under management, revenues or otherwise.

ITEM 7A: QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Reference is made to the information contained under the heading "Management's Discussion and Analysis of Financial
Condition and Results of Operations -- Market Risk."

ITEM 8: FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Reference is made to the Index on page F-1 of the Consolidated Financial Statements of Gabelli and the Notes thereto
contained herein.
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REPORT OF INDEPENDENT AUDITORS

The Board of Directors and Stockholders -
Gabelli Asset Management Inc. and Subsidiaries

We have audited the accompanying consolidated statements of financial condition of Gabelli Asset Management Inc. and
Subsidiaries as of December 31, 2002 and 2003 and the related consolidated statements of operations, stockholders' equity and
cash flows for each of the three years in the period ended December 31, 2003. These financial statements are the responsibility
of the Company's management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement, An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial
position of Gabelli Asset Management Inc. and Subsidiaries at December 31, 2002 and 2003, and the consolidated results of
their operations and their cash flows for each of the three years in the period ended December 31, 2003, in conformity with
accounting principles generally accepted in the United States.

As discussed in Note A to the financial statements, in 2003, the Company changed its method of accounting for stock-based
employee compensation.

ERNST & YOUNG LLP

New York, New York
March 11, 2004
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GABELLI ASSET MANAGEMENT INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

Year ended December 31,

2001 2002 2003
~ (In thousands, except per share data)
Revenues
Investment advisory and incentive fees.........ccoccoerererernrne. $186,124 $ 177,077 $176,943
COMMISSION TEVENUE.......c.vievveerrecriierenreerteeseenescreseenseresens 15,939 13,883 12,863
Distribution fees and other inCoOmMe ........ccccoveevvververeecnerinans 22,351 18.999 17,631
Total TEVENUES.....uivviviei et 224,414 209,959 207.437
Expenses
Compensation COSES .......cwreriieirrrerieiesrrecsrare e eeenieeenes 85,754 80,387 89,169
Management fee.......ovviviviieevireeiiee et e 11,325 9,533 9,002
Other operating eXPenses........coevvererceeerrerrirerevererseeessenes 33.887 30,377 34,552
Total eXPenses ........oocecirmivinierennecinicee e 130,966 120.297 132,723
Operating INCOME.......c.covriiiiirieeninicnreren e 93.448 89,662 74,714
Other Income (Expense)
Net gain from MVESHNENLS .....vveerrrrivreerrveecieererneereesersesseses 5,187 1,353 15,610
Interest and dividend INCOME .......cvvevivviviiieeereie e 9,461 6,757 5,530
INtETESt EXPENSE .oovviivicrieieiie e crcreie sttt st e saene (6.174) (11.977) (14.838)
Total other income (eXpense), Net........ccoererrivrecreereerenas 8.474 (3.867) 6,302
Income before income taxes and
TIUNOTILY IMEEIESt . evviitiereiererereeranrecreneeresesrenseresneserarsesaenes 101,922 85,795 81,016
INCOIMIE LAXES c.vvreriereireeeeeereeteeeeeetee e ieseesessesneeteeeeesee e essiaeas 39,342 32,259 30,339
MINOTILY INTETES ... crvveirreerirerrrecerr et srerceneeeneanrseneseees 1.482 224 833
NEt INCOIME ..eirirevirireirier et s ere e e eeeon $61,098 $53312 $49,844
Net income per share: )
BASIC vttt ettt ettt § 206 $ 1717 $ 166
DiIluted ....ooviieiieecr e e s $ 203 $ 1.76 $ 165
Weighted average shares outstanding:
BASIC oottt ettt sr e era e 29.666 30,092 30,018
DIIUted ..ot s 30,783 30,302 32,081

See accompanying notes.
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GABELLI ASSET MANAGEMENT INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION

December 31,
2002 2003
- (In thousands, except share data)

ASSETS
Cash and cash equivalents, including restricted cash of $265 and $682 ........... $311,430  $386,511
Investments in securities, including restricted securities of $102,768 and

BL02,132 et e st et b e et b btk s pe e pen b s eaes 175,466 231,400
Investments in partnerships and affiliates..........covovevieiiiiinieccii e 47932 64,012
Receivable from DroKers........oevceiivverviiriiiienicceccnteieeeec et 4919 1,232
Investment advisory fees receivable.........ccoovvvvniiicineincne 15,603 21,565
Notes and other receivables from affiliates .......cccvvriviviiiiiieierie s 10,440 14,547
Capital 18ASE........eeiieiiiieiieecir et st s ras et 2,446 2,199
INtAn@Ible ASSELS.....cerieiriiiiriiiire ettt et 4,650 4,650
ORET ASSEIS ...eviiveieeeeeereseei e rerrereessesreeessesseetesseeseesesssssesneseeresessansessasaerersasses 9.845 10.395

TOMAL ASSEES......cvveuriveerirestireeseereseeresr et s seerestesssensebestesnaseessetessssnseasersasessassenns $ 582,731 $736,511
LIABILITIES AND STOCKHOLDERS' EQUITY
Payable 10 BIOKETS.......ooiiviceriieierierec v eteeve et st eteereeasseesnessesesrasstassessessasanssessssases $ 17,138 $ 5,691
INCOMmE taXes PAYADIE......cveuiiieeiiiic e ereeret et st nres 9,196 12,323
Capital [8aS€ ODHZATION. . \v.icuiiiiietiiirirenineceerianiasesreeseeeseeasssresscesecsassesasassessnes 3,433 3,058
Compensation PAYADIE...........ccccviieecrierereerrieeesree st b s e st ebesgetenees 18,459 25,552
Securities sold, not yet purchased...........ccoceeernieniinrrinenienccircrcccee e 5,022 664
Accrued expenses and other liabilities..........ccoceevervivrerncccrennineeeccnene 15,583 18.487

Total operating Habilities ........coeovrrrerrerrrecerereerererennr e enne 68.831 65775
5.5% SENIOT NOLES ..evvvverrrreiirriresiereerissreairresinreesisssssessssesasnsesnsnrsessnssesnssennessnsasanses - 100,000
5% Convertible note ..............c....... ettt ettt abet et et teaban bt sttt ent et e eresnrsrentas 100,000 100,000
6.95% Mandatory convertible SECUIHEs ......ocooevrvrececoiiirecreiee e eeeeeeees 84,545 84.030

TOtAl HADILIEES ... ecvivveeiieisierie s eresae et sease st sressesessessssaennenessesens 253,376 349,805
IMINOTIEY INEETESE ...vivveiriiieie ittt st cte et et e e re st ba bt assseeererentesasssrasestnee 7,562 8,395
Stockholders' equity:

Class A Common Stock, $.001 par value; 100,000,000 shares

authorized; 7,450,844 and 7,697,600 shares issued and

outstanding, TESPECHIVELY ....cccvvvviriiieiinririrre et sacs e n e s eeees 8 8
Class B Common Stock, $.001 par value; 100,000,000 shares

authorized; 23,150,000 and 23,128,500 shares issued and

outstanding, reSpectively ... ..o 23 23
Additional paid-in Capital.......coovemiiriiici e e 136,835 143,475
Retained Sarnings. ... ...cccvevrveviriririeirieee e eeeieebes e er e n s nes 207,561 257,266
Accumulated comprehensive (1088) / AN ...o.coveereciiriiiniiieince e (638) 1,480

Treasury stock, at cost (719,622 and 776,544 shares, respectively)
(21.996) (23.941)
Total stockholders' eqUity .........cccoveeriiiciiincrcne e 321.793 378.311

Total liabilities and stockholders’ equity.......c.c.ccoeervicncenriinicnens B $ 582,731 $ 736,511

See accompanying notes.



GABELLI ASSET MANAGEMENT INC, AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

Balance at December 31, 2000.........

Comprehensive income:
Net iNCOMmME ...cvevveeirrriereree e
Other comprehensive loss:
Net unrealized losses on
securities available for sale,
net of management fees and
income tax benefit of $136.......
Total comprehensive income........
Exchange of treasury stock for
minority interests in a
SubsIdiary ....cccceeveriieier e
Purchase of treasury stock..............
Balance at December 31, 2001.........

Comprehensive income:

Net INCOME ...oevevvieeerniaereeerirerseenns .

Other comprehensive loss:
Net unrealized losses on
securities available for sale,
net of management fees and
income tax benefit of $362.......
Total comprehensive income........
Issuance of mandatory convertible.
SECUTILIES..veovviererrinrererrrcrererees
Purchase and retirement of
mandatory convertible
SECUMILIES . oeuieienieie e einens
Exercise of stock options
including tax benefit................
Purchase of treasury stock..............
Balance at December 31, 2002.........

Comprehensive income:
Net INCOME .ccovevnvrnnerirenerreesreeen
Other comprehensive gain:
Net unrealized gains on
securities available for sale,
net of management fees and
income tax expense of $1,656 ..
. Total comprehensive income........
Dividends paid .....cccoovvvireineniennn.
Stock option expense..........cecuenee..
Purchase and retirement of
mandatory convertible
SECULILIES . ..cvevrieieriiierr e
Exercise of stock options
including tax benefit.................
Purchase of treasury stock..............
Balance at December 31, 2003.........

(Dollars in thousands)

Years ended December 31, 2001, 2002 and 2003

- Accumulated
Other
Additional Compre-
Commen Paid-in Retained hensive Treasury
Stock Capital Earnings  (Loss)/ Gain Stock Total

$ 30 $117.046 $§ 93151 $ - $ (8.030) § 202,197
- - 61,098 - - 61,098
. - - (168) - (168)

60,930

- 8,955 - - 6,268 15,223
- - - - (3.053) (3.053)

30 126,001 154.249 (168) (4.815) 275.297

- - 53,312 - - 53,312
- - - 470) - (470)

52,842
- (4,615) - - - (4,615)

- 143 - - - 143

1 15,306 - - - 15,307
- - - - (17.181) (17.181)

31 136,835 207.561 (638) (21,996} 321,793

- - 49,844 - - 49,844

- - - 2,118 - 2118

51,962

- - (139) - - (139)

- 1,506 - - - 1,506

- 13 - - - 13

- 5,121 - - - 5,121

- - - - (1.945) (1.945)

$§ 31 §$143475 $257,266 $ 1480 $ 23941y $378311

See accompanying notes.
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GABELLI ASSET MANAGEMENT INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Year ended December 31

2001 2002 2003
- (In thousands)
Operating activities
INEEIICOMIE 1..eeiieireieeseeerieeste e e e raeesbesaasreestaesae e saeeassseseses srennrnns $ 61,098 $ 53,312 $ 49,844
Adjustments to reconcile net income to net cash
provided by (used in) operating activities:
Equity in earnings of partnerships and affiliates ...........ocorvveernnens (1,949) (1,135) (5,729)
Depreciation and amortization 769 897 967
Stock based compensation SXPense..........cocvveveerricrrmieeneerieeinnenens - - 1,506
Deferred IMCOME AXES..ociiveiriiie et 721 19,882 1,079
Tax benefit from stock options exercised.........cvvrerrerevrennvreeneens - 4,488 1,223
Minority interest in income of subsidiaries ...........ccoceencnvcrennnn. 1,482 224 833
Realized losses (gains) on available for sale securities ................. 320 20 (31)
Market value of donated SECUrities..........ccorvrevevrvververceeeceneniennns - 412 -
(Increase) decrease in operating assets:
Investments in SECUITIES ..v.vivviveeeeeerecrirenrienecreesteniseesreeesereee e 70,635 (119,935) 1,774
Investment advisory fees receivable............covcveicrerenneriirenne. 656 (953) (5,962)
Notes and other receivables from affiliates (276) 1,419 4,107)
Other receivables (650) 417 (1,046)
Receivable from broker 3,817 (4,883) 3,686
OhET BSSELS .e.viueereiveeieiriisreiveeeeeesrresre st e saree st esestensetesassesnessssanas (2,919) (4,647) (223)
Increase (decrease) in operating liabilities:
Payable t0 Broker .......ccoovevreiiniiniicn e 8,554 8,584 (11,447)
Income taxes payable ...........covrviiiiicinir e (2,629) 3,521 771
Compensation payable .......coeoveorreiminceierinieren e 4,457y (2,641) 6,716
Securities sold, but not yet purchased - 5,022 (4,358)
Accrued expenses and other liabilities .... 4,401 (2.351) 2,525
Total adjustments ........couvceiirvrerccnrecireiinis s 78.475 (91.659) (11.823)
Net cash provided by (used in) operating activities 139,573 (38.347) 38,021
Investing activities
Purchases of available for sale seCUrities .........cococvrvrrervernrannnn, (1,394) (1,237) (55,851)
Proceeds from sales of available for sale securities........ccoeereverennenn 8,362 735 1,949
Distributions from partnerships and affiliates .............c.ccecvcererirennen, 26,241 27,154 15,180
Investments in partnerships and affiliates ...........ccocoveerivrecvnerniccnnne (33,584) (8.113) (25.530)
Net cash provided by (used in) investing activities........c..coceruennnv.n. (375) 18,539 (64,252)
Financing activities
Purchase of minority stockholders’ interest ...........ccccc.ccceervnrerninn 31 (273) -
Proceeds from issuance of convertible note ............ococveviverinennne 100,000 - -
Proceeds from issuance of mandatory convertible securities........... - 87,738 -
Repayment of note payable..........cooneciincnivninenieccnceniineencnns - (50,000) -
Issuance of Senior NOtES .....c.ceerervveireieiseeeee e snenans - - 100,000
Proceeds from exercise of stock options ..........cceceeeieevceveeinrnnnnne. - 10,819 3,898
Dividends paid .....cccocoveviviiniins e - - (139)
Purchase of mandatory convertible securities ............coecvevnrvcneennne. - (5,312) (502)
Purchase of treasury Stock..........c..ccoviiiiiciii e (3.053) (17.181) _(1.9495)
Net cash provided by financing activities .........c.c.coeevecrecnrcnnrennnn. 96,978 25,791 101,312
Net increase in cash and cash equivalents..........cccvevevereriersrienvenns 236,176 5,983 75,081
Cash and cash equivalents at beginning of year...........ccccorvevvervnes 69,271 305.447 311,430
Cash and cash equivalents at end of year........c..cocooceevivevieneennenns $ 305,447 $ 311,430 $ 386,511
Supplemental disclosures of cash flow information :
Cash paid for INErest ........ccveveiiiiiveirirceerenn e ccveneeeseer e $ 6,174 $ 11.977 $§ 14838
Cash paid for income taxes $ 41421 $ 4464 $ 27345
Supplemental disclosures of non-cash financing activities
Treasury stock exchanged for subsidiary stock held !
by minority stockholders.......cvveiriinicinnninineeee s $ 15223 3 - $ -
Securities reclassified to available for sale................. ceerrrerenine $ 14.278 $ - $ 3788
See accompanying notes
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A. Significant Accounting Policies
Basis of Presentation

Gabelli was incorporated in April 1998 in the state of New York, with no significant assets or liabilities and did not engage in
any substantial business activities prior to the initial public offering (“Offering”) of our shares. On February 9, 1999, we
exchanged 24 million shares of our class B common stock, representing all of our then issued and outstanding common stock,
with Gabelli Funds, Inc. (“GFI”) and two of its subsidiaries in consideration for substantially all of the operating assets and
liabilities of GFI, relating to its institutional and retail asset management, mutual fund advisory, underwriting and brokerage
business (the “Reorganization”). Gabelli distributed net assets and liabilities, principally a proprietary investment portfolio, of
approximately $165 miilion, including cash of $18 million, which has been recorded for accounting purposes as a deemed
distribution to GFI. GFI was later renamed Gabelli Group Capital Partners, Inc. (“GGCP”).

On February 17, 1999, we completed our sale of 6 million shares of class A common stock in the Offering and received
proceeds, after fees and expenses, of approximately $96 million. Immediately after the Offering GFI owned 80% of the
outstanding common stock of Gabelli. In addition, with the completion of the Offering, we became a “C” Corporation for
Federal and state income tax purposes and are subject to substantially higher income tax rates.

The accompanying consolidated financial statements include the assets, liabilities and earings of Gabelli our wholly-owned
subsidiaries Gabelli Funds, LLC (“Funds Adviser”), GAMCO Investors, Inc. (“GAMCO”), and Gabelli’s majority-owned
subsidiaries consisting of Gabelli Securities, Inc. (“GSI”), Gabelli Fixed Income LLC (“Fixed Income™) and Gabelli Advisers,
Inc. (“Advisers”).

At December 31, 2001, 2002 and 2003, we owned approximately 92% of GSI, 80% of Fixed Income and a 51% voting
interest in Advisers (41% economic interest.) All significant intercompany transactions and balances have been eliminated.

Use of Estimates

The preparation of the consolidated financial statements in conformity with accounting principles generally accepted in the
United States requires management to make estimates and assumptions that affect the amounts reported in the consolidated
financial statements and accompanying notes. Actual results could differ from those estimates.

Nature of Operations

GAMCO, Funds Adviser, Fixed Income and Advisers are registered investment advisers under the Investment Advisers Act of
1940, Gabelli & Company, Inc. (“Gabelli & Company”) and Gabelli Direct Inc. (““Gabelli Direct”), both wholly-owned
subsidiaries of GSI, and Gabelli Fixed Income Distributors, Inc. (“Fixed Income Distributors™), a majority owned subsidiary
of Fixed Income, are registered broker-dealers with the Securities and Exchange Commission (“SEC”) and are members of the
National Association of Securities Dealers, Inc. (“NASD”). Gabelli & Company acts as an introducing broker and all
transactions for its customers are cleared through New York Stock Exchange member firms on a fully disclosed basis.
Accordingly, open customer transactions are not reflected in the accompanying consolidated statements of financial condition.
Gabelli & Company is exposed to credit losses on these open positions in the event of nonperformance by its customers. This
exposure is reduced by the clearing brokers' policy of obtaining and maintaining adequate collateral until the open transaction
is completed. Gabelli Direct and Fixed Income Distributors do not currently have any customers.

Cash and Cash Equivalents

Cash equivalents consist of highly liquid investments with a maturity of three months or less at the time of purchase. At
December 31, 2003 approximately $0.7 million of cash and cash equivalents was held as collateral to secure a letter of credit
issued August 14, 2002 in favor of the holder of the $100 million convertible note. The letter of credit is due to expire on
August 14, 2004,



Securities Transactions

Investments in securities are accounted for as either “trading securities” or “available for sale” and are stated at quoted market
values. Securities that are not readily marketable are stated at their estimated fair values as determined by our management.
The resulting unrealized gains and losses for trading securities are included in net gain from investments and the unrealized
gains and losses for available for sale securities, net of management fees and tax, are reported as a-separate component of
stockholders’ equity. Securities transactions and any related gains and losses are recorded on a trade date basis. Realized
gains and losses from securities transactions are recorded on the identified cost basis. Commissions and related clearing
charges are recorded on a trade date basis.

At December 31, 2003 approximately $102.1 million of investments in securities was held as collateral to secure a letter of
credit issued August 14, 2002 in favor of the holder of the $100 million convertible note. The letter of credit is due to expire
on August 14, 2004,

Securities sold, but not yet purchased are stated at quoted market values and represent obligations of Gabelli to purchase the
securities at prevailing market prices. Therefore, the future satisfaction of such obligations may be for an amount greater or
less than the amounts recorded on the consolidated statements of financial condition. The ultimate gains or losses recognized
are dependent upon the prices at which these securities are purchased to settle the obligations under the sales commitments.

Investments in Partnerships and Affiliates

Investments in partnerships and affiliates, whose underlying assets consist mainly of marketable securities, are accounted for
using the equity method, under which our share of net earnings or losses of these partnerships and affiliated entities is
reflected in income as earned and distributions received are reductions of the investments. Investments in partnerships and
affiliates for which market values are not readily available are stated at their estimated fair values as determined by our
management.

Receivables from and Payables to Brokers
Receivables from and payables to brokers consist of amounts arising primarily from the purchases and sales of securities.
Revenue Recognition

Investment advisory fees are based on predetermined percentages of the market values of the portfolios under management
and are recognized as revenues as the related services are performed. Investment advisory and distribution fees from the
Mutual Funds are computed on average daily net assets and charged to the Funds monthly. Advisory fees eamed from
institutional and high net worth Separate Accounts are generally computed quarterly based on account values as of the end of
the preceding quarter. Performance fees are based upon either the absolute gain in a portfolio or the amount in excess of a
specific benchmark index or indices and recognized when earned.

Depreciation and Amortization

Fixed assets are recorded at cost and depreciated using the straight-line method over their estimated useful lives. Leasehold
improvements are recorded at cost and amortized using the straight-line method over their estimated useful lives or lease
terms, whichever is shorter,

Intangible Assets

Intangible assets consist primarily of the cost in excess of net assets acquired (i.e. goodwill). In July 2001, the Financial
Accounting Standards Board (“FASB”) issued SFAS No. 142, “Goodwill and Other Intangible Assets,” which established
new accounting and reporting standards for goodwill and other intangible assets. Under the new rules, goodwill and other
intangible assets deemed to have indefinite lives are no longer amortized, but are instead reviewed at least annually for
impairment in accordance with the provisions of the Statement. Those intangibles which are separately identifiable and have
finite lives will continue to be amortized over their useful lives. The adoption of SFAS No. 142 did not have a material
impact on our consolidated financial statements.
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Income Taxes

We account for income taxes under the liability method prescribed by SFAS No. 109, “Accounting for Income Taxes.”
Deferred tax assets and liabilities are recognized for the future tax consequences attributable to the differences between the
financial statement carrying amount of existing assets and liabilities and their respective tax basis. Future tax benefits are
recognized only to the extent that realization of such benefits is more likely than not.

Minority Interest

Minority interest represents the minority stockholders' ownership of Fixed Income, GSI and Advisers. With the exception of
GSI, these minority stockholders are principally employees, officers and directors of Gabelli.

Fair Values of Financial Instruments

The carrying amount of all assets and liabilities, other than goodwill and fixed assets, in the consolidated statements of
financial condition approximate their fair values.

Earnings Per Share

Net income per share is computed in accordance with SFAS No. 128, “Eamings Per Share”. Basic net income per common
share is calculated by dividing net income applicable to common stockholders by the weighted average number of shares of
common stock outstanding in the period.

Diluted net income per share, in addition to the weighted average determined for basic net income per share, includes common
stock equivalents which would arise from the exercise of stock options using the treasury stock method and, if dilutive,
assumes the conversion of our convertible note for the period outstanding since its issuance in August 2001. An average of
398,000, 210,000 and 141,000 incremental shares were included as the dilutive effect of stock options in 2001, 2002 and
2003, respectively. In 2001 net income is adjusted for interest expense, net of management fees and taxes, of $1,365,000 and
the weighted average shares outstanding includes 719,000 incremental shares as the dilutive effect of the convertible note
from its date of issuance in August 2001. In 2002 the assumed conversion of the convertible note would be anti-dilutive and,
accordingly, has not been included in computing diluted net income per share. In 2003 net income is adjusted for interest
expense, net of management fees and taxes, of 33,157,000 and the weighted average shares outstanding includes 1,923,000
incremental shares as the dilutive effect of the convertible note from its date of issuance in August 2001,

Stock Based Compensation

We currently sponsor stock option plans previously adopted and approved by our shareholders as a means to attract, retain and
motivate employees. Effective January 1, 2003 we adopted the fair value recognition provisions of SFAS No. 123 in
accordance with the transition and disclosure provisions under the recently issued SFAS No. 148, “Accounting for Stock
Based Compensation — Transition and Disclosure”. Previously we had elected to use the intrinsic value method prescribed in
Accounting Principles Board (“APB”) Opinion No. 25, “Accounting for Stock Issued to Employees” and related
interpretations. Accordingly, no compensation expense was recognized where the exercise price equaled or exceeded the
market price of the underlying stock on the date of grant. In 2003 we have recognized $1,554,000 in option expense. Refer
also to Notes F and O.

Business Segments
We operate predominantly in one business segment, the investment advisory and asset management industry.
Distribution Costs

We incur certain promotion and distribution costs, which are expensed as incurred, related to the sale of shares of mutual
funds advised by us (the “Funds™).



Recently Issued Accounting Standards

In April 2002, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 145, which rescinded SFAS No. 4
“Reporting Gains and Losses from Extinguishment of Debt”. Under SFAS No. 4, all gains and losses from extinguishment of
debt were required to be aggregated and, if material, classified as an extraordinary item. As a result of the rescission, the
criteria in APB Opinion No. 30 is used to classify gains and losses from debt extinguishments. Since the issuance of SFAS
No. 4, the use of debt extinguishments has become a part of the risk management strategy of many companies, particularly
those who participate in the secondary lending markets. Debt extinguishment no longer meets the criteria for classification as
extraordinary items in APB Opinion No. 30. Accordingly, gains from the repurchase of our mandatory convertible securities
in 2002 and 2003 of $613,000 and $96,000, respectively, have been included in net gain from investments and not as an
extraordinary item. The adoption of SFAS No. 145 did not have a material impact on our consolidated financial statements in
2002 and 2003 and is not expected to have a material impact on future consolidated financial statements.

In November 2002, the FASB issued Interpretation No. 45, “Guarantor’s Accounting and Disclosure Requirements for
Guarantees, Including Indirect Guarantees of Indebtedness to Others” (“FIN 45”"), which provides accounting, and disclosure
requirements for certain guarantees. The disclosure requirements are effective for financial statements of interim or annual
periods ending after December 15, 2002. The Interpretation’s initial recognition and initial measurement provisions are
applicable on a prospective basis to guarantees issued or modified after December 31, 2002. We indemnify our clearing
brokers for losses they may sustain from the customer accounts introduced by our broker-dealer subsidiaries. In accordance
with New York Stock Exchange rules customer balances are typically collateralized by customer securities or supported by
other recourse provisions. In addition, we further limit margin balances to a maximum of 25% versus 50% permitted under
exchange regulations. At December 31, 2003 the total amount of customer balances subject to indemnification (i.e. margin
debits) was immaterial. The Company also has entered into arrangements with various other third parties which provide for
indemnification against losses, costs, claims and liabilities arising from the performance of their obligations under our
agreement, except for gross negligence or bad faith. The Company has had no claims or payments pursuant to these or prior
agreements, and we believe the likelihood of a claim being made is remote. Utilizing the methodology in FIN 45, our estimate
of the value of such agreements is de minimis, and therefore an accrual has not been made in the financial statements.

In December 2002, the FASB issued SFAS No. 148, “Accounting for Stock-Based Compensation — Transition and
Disclosure” which provides alternative methods of transition to SFAS No. 123, “Accounting for Stock-Based Compensation”
and also amends its disclosure provisions. In addition to the Prospective method originally provided under SFAS No. 123,
SFAS No. 148 provides for a modified prospective and a retroactive restatement method. SFAS No. 148 further expands the
disclosure requirements to require disclosure in condensed consolidated interim financial statements for any period in which
stock-based awards are outstanding and accounted for using the intrinsic value method of APB Opinion No. 25. Effective
January 1, 2003, we began expensing options on a modified prospective method using the fair value recognition provisions of
SFAS No. 123.

In January 2003, the FASB issued Interpretation No. 46, “Consolidation of Variable Interest Entities” (“FIN 46”) addresses
the application of Accounting Research Bulletin No. 51, "Consolidated Financial Statements,” to variable interest entities
(“VIE”) and generally would require that the assets, liabilities and results of operations of a VIE be consolidated into the
financial statements of the enterprise that has a controlling financial interest in it. The interpretation provides a framework for
determining whether an entity should be evaluated for consolidation based on voting interests or significant financial support
provided to the entity (i.e., variable interests).

An entity is classified as a VIE if total equity is not sufficient to permit the entity to finance its activities without additional
subordinated financial support or its equity investors lack the direct or indirect ability to make decisions about an entity’s
activities through voting rights, absorb the expected losses of the entity if they occur or receive the expected residual returns
of the entity if they occur. Once an entity is determined to be a VIE, its assets, liabilities and results of operations should be
consolidated with those of its primary beneficiary. The primary beneficiary of a VIE is the entity which either will absorb a
majority of the VIE’s expected losses or has the right to receive a majority of the VIE’s expected residual returns. The
expected losses and residual returns of a VIE include expected variability in its net income or loss, fees to decision makers and
fees to guarantors of substantially all VIE assets or liabilities and are calculated in accordance with Statement of Financial
Accounting Concept No. 7, “Using Cash Flow Information and Present Value in Accounting Measurements.”

On December 24, 2003, the FASB issued a revision to FIN 46 to clarify some of the provisions of this Interpretation and to
exempt certain entities from its requirements.

Application by public entities, other than small business issuers, for all other types of variable interest entities is required in
financial statements for periods ending after March 15, 2004.
F-10



While Gabelli is generally not subject to a majority of the risks of the VIEs, we may be determined, for certain entities, to
receive a majority of the expected residual returns based on the methodology for determining the primary beneficiary.
Therefore, when implemented, the Interpretation may require consoclidation of certain of our investment in partnerships and
affiliates’ assets and liabilities and results of operations with minority interest recorded for the ownership share applicable to
other investors. The difference between consolidation and the equity method will impact detailed line items reported within
the consolidated financial statements but not overall consolidated net income or stockholders’ equity. Where consolidation is
not required additional disclosures may be required. Financial information pertaining to our investments in partnerships and
affiliates is presented in Note C.

In May 2003, the FASB issued SFAS No. 150 “Accounting for Certain Financial Instruments with Characteristics of both
Liabilities and Equity.” SFAS No. 150 is effective for financial instruments entered into or modified after May 31, 2003, and
otherwise is effective at the beginning of the first interim period after June 15, 2003. Under SFAS No. 150 certain financial
instruments shall be classified as a liability on the issuer's financials statements. The Company has adopted this statement,
which did not have a material impact on the Company's financial statements.

B. Investments in Securities

Investments in securities at December 31, 2002 and 2003 consisted of the following:

2002 2003
Market Market
Cost Value Cost Yalue

(In thousands)
Trading securities:

U.S. Government obligations ........... $104323 $104,706 $103,412 $103,684
Common StOCKS .....ccovveerrrecnreerierenns 28,859 28,231 10,204 11,584
Mutual funds......c.ccoeevviiieeeve e, 32,726 32,582 41,806 42,415
Corporate bonds........cccveereicierinenn. 1,598 1,599 - -
Other investments...........occvee v 2,425 2.425 2.425 6.297
Total trading securities ............ocu...... 169.931 169,543 157.847 163,980
Available for sale securities:

Common StoCKS ..ovvevrrvriiiciee e, - - 10,781 11,570
Mutual funds........ocoeevevi e 7.059 5,923 52,829 55.850
Total available for sale securities ..... 7.059 5.923 63,610 67,420

Total investments in securities.......... $176,990 $175,466 $221,457 $231,400

At December 31, 2002 and 2003 the market value of investments available for sale was $5.9 million and $67.4 million,
respectively. An unrealized holding loss, net of management fees and taxes, of $0.6 million in 2002 and an unrealized holding
gain, net of management fees and taxes of $1.5 million in 2003 has been included in stockholders’ equity. Proceeds from
sales of investments available for sale were approximately $0.7 million and $1.9 million for the years ended December 31,
2002 and 2003, respectively. Realized gains on the sale of investments available for sale amounted to $0.1 million and $0.2
million and realized losses were $0.1 million and $0.2 million during 2002 and 2003, respectively.

C. Investments in Partnerships and Affiliates

We are General Partner or co-General Partner of various limited partnerships whose underlying assets consist primarily of
marketable securities. As General Partner or co-General Partner, we are contingently liable for all of the partnerships'
liabilities. Summary financial information, including our carrying value and income from these partnerships at December 31,
2002 and 2003 and for the years then ended, is as follows (in thousands):

2002 2003
Total assets.......c.ovveevvvvrverennns $271,764 $ 285,024
Total liabilities.......o.ocovvrenee. 44,577 52,447
EqQUity...ooovveemccmirieienes 227,187 232,577
Net €arnings........coccvvererverenenns 774 18,989
Company’s carrying value..... 28,300 . 30,575
Company's income................. 25 3,635

Income from the above partnerships for the year ended December 31, 2001 was approximately $94,000.
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Our income from these partnerships consists of our pro rata capital allocation and our share of a 20% incentive allocation from
the limited partners. The general partners also receive an annual administrative fee based on a percentage of each partnership's
net assets. For the years ended December 31, 2001, 2002 and 2003, we earned administrative fees of approximately
$2,193,000, $2,041,000, and $2,259,000, respectively.

At December 31, 2002 and 2003, we had various limited partner interests in unaffiliated limited partnerships aggregating
approximately $1,596,000 and $21,564,000, respectively. For the years ended December 31, 2001, 2002 and 2003, the net
gains recorded by us in these investments approximated $100,000, $423,000, and $1,112,000, respectively.

At December 31, 2002 and 2003, we had investments in various affiliated offshore funds aggregating $18,036,000 and
$11,873,000, respectively. As the investment manager, we earn an annual administrative fee based on a percentage of net
assets and are entitled to a performance fee based on the absolute gain in the portfolio. For the years ended December 31,
2001, 2002 and 2003, we earned administrative and performance fees of $4,311,000, $3,613,000 and $4,718,000,
respectively.

D. Income Taxes

We account for income taxes under the liability method prescribed by Financial Accounting Standards Board Statement No.
109 (“SFAS 109”). Under SFAS 109, deferred income taxes reflect the net effects of temporary differences between the
carrying amounts of assets and liabilities for financial accounting purposes and the amounts used for income tax purposes.
Gabelli and our greater than 80% owned subsidiaries file a consolidated federal income tax returmn. Advisers, our less than
80% owned subsidiary files a separate federal income tax return. Accordingly, the income tax provision represents the

aggregate of the amounts provided for all companies.

The provision (benefit) for income taxes for the years ended December 31, 2001, 2002 and 2003 consisted of the following:

2001 2002 2003
(In thousands)
Federal:
Current .......ccoovvvvevvvierneneennn $ 33,089 $10,284 $ 24,915
Deferred .oo.ooooovvivivnieniinnns 842 17,027 1,108
State and local:
Current ......c..oveeeeerveecciennn 5,426 2,093 4,345
Deferred ....coooevevevieieeennnes (15 2,855 (29)

$ 39342 $ 32,259 $ 30,339

- QOur effective tax rate for each of the years ended December 31, 2001, 2002 and 2003 was 38.6%, 37.6% and 37.4%,
respectively. A reconciliation of the Federal statutory income tax rate to the effective tax rate is set forth below:

2001 2002 2003
Statutory Federal income tax rate..........occvervececnvcenenne 35.0% 35.0% 35.0%
State income tax, net of Federal benefit ......................... 34 37 34
OtRET ettt 62 (1.1 (1.0
Effective inCOME (aX [ate...c...oviivreviiirivcncininiincnns _38.6% 37.6% _37.4%

Significant components of our deferred tax assets and liabilities were as follows:

2002 2003

Deferred tax assets: (in thousands)

Investments in securities available for sale.................. $ (400) $ 1,426

OLHET ..ottt e e (523) (1.344)

Total deferred tax assets ........ccocvevrireerievicneeneseennnnes (923) 82
Deferred tax liabilities:

Investments in securities and partnerships.................. 1,290 2,677

OFHET .ottt st 470 983

Total deferred tax liabilities........cccocvveiiveccrcreens 1,760 3,660
Net deferred tax Habilities ..., ST $ 837 $ 3742




E. Debt

Debt consists of the following:

2002 2003
SENIOr NOES...oveeeriireeriieeeieiereerersiereve e sedeisesnenseeneesanan $ - $ 100,000 _
Convertible NOLE.......ccovervrrrrer e cereevasresee e sesreennas - 100,000 100,000
Mandatory convertible SeCUrities ........ccovvccrrvnvrreneserennns 84.545 84.030
TOTAL .ot e 8 184,545 $ 284,030

Note Payable

In conjunction with the Reorganization, we entered into an Employment Agreement with our Chairman and Chief Executive
Officer (“Chairman”) which, in part, provides that the Chairman would be paid $50 million on January 2, 2002. Interest was
payable quarterly at an annual rate of 6% from the date of the Agreement. This payment, plus related costs and net of a
related deferred tax benefit of $19.8 million, has been reflected as a one time charge to earnings in the first quarter of 1999
and the liability has been recorded as a note payable. The note was paid in full on January 2, 2002. Interest expense recorded
on this note was $3,000,000 for the year ended December 31, 2001.

Senior Notes

On May 15, 2003, we issued 10-year, $100 million senior notes. The senior notes, due May 15, 2013, pay interest semi-
annually at 5.5%.

Convertible Note

On August 13, 2001, we issued a 10-year, $100 million convertible note to Cascade Investment LLC (“Cascade™). The
convertible note, due August 14, 2011, pays interest semi-annually at 6.5% for the first year and 6% thereafter and is
convertible into our class A common stock at $53 per share. In August 2003 the interest rate on the note was lowered to 5%
and the conversion price was lowered by $1 per share to $52 per share. The note provides the holder with certain put rights, at
par plus accrued interest, on August 13, 2004. If this note were converted, Cascade would own approximately 6% of our
aggregate outstanding common stock.

On August 9, 2002, the Board of Directors authorized Gabelli to establish a collateral account consisting of cash or securities
totaling $103 million, lowered to $102.5 million in August 2003, to secure a letter of credit in favor of Cascade. We have
paid $79,000 in 2002, $234,000 in 2003 and expect to pay fees of approximately $175,000 in 2004 for the letter of credit
which will expire August 14, 2004. At that time the collateral account will be closed and any cash or securities held will be
available for general corporate use.

Company Obligations under Mandatory Convertible Securities

On February 6, 2002 we completed our public offering of 3.6 million mandatory convertible securities. The securities are
listed on the New York Stock Exchange under the symbol “GBL.I". These securities initially consist of (a) a purchase
contract under which the holder will purchase shares of our class A common stock on February 17, 2005 and (b) senior notes
due February 17, 2007. The notes pay interest quarterly at a rate of 6% per year, which rate is expected to be reset on or about
November 17, 2004. Each purchase contract obligates its holder to purchase, on February 17, 2005, newly issued shares of
our class A common stock. The total number of shares to be issued will be between 1.8 million and 2.2 million, subject to
adjustment in certain circumstances and depends upon the applicable market value at that date. In connection with the offering
we received $90,000,000 before underwriting and other expenses of approximately $3,100,000. For accounting purposes the
net present value of the purchase contract adjustments and their related offering costs, totaling $4.6 million, have been
recorded as a reduction to additional paid in capital. Costs incurred in connection with the issuance of the senior notes have
been capitalized as deferred financing costs and will be amortized as an adjustment to interest expense over the term of the
notes. During 2002 and 2003 approximately $81,000 and $93,000, respectively, have been amortized to interest expense.
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In May 2002 the Board of Directors approved the repurchase of up to 200,000 shares of the mandatory convertible securities
from time to time in the open market. On August 9, 2002 the Board of Directors increased the number of shares authorized to
be repurchased by an additional 200,000. Through December 31, 2003 we repurchased 238,800 shares at an average price of
$21.92 per share and an aggregate cost of $5.2 million. In 2002 and 2003 a gain of approximately $613,000 and $96,000,
respectively, attributable to the extinguishment of the debt component of each mandatory convertible security repurchased has
been included in net gain from investments.

F. Stockholders' Equity
Stock Award and Incentive Plan

We maintain two Stock Award and Incentive Plans (the “Plans”), approved by the shareholders, which are designed to
provide incentives which will attract and retain individuals key to the success of Gabelli through direct or indirect ownership
of our common stock. Benefits under the Plans may be granted in any one or a combination of stock options, stock
appreciation rights, restricted stock, restricted stock units, stock awards, dividend equivalents and other stock or cash based
awards. A maximum of 1,500,000 shares of class A common stock have been reserved for issuance under each of the Plans

by a committee of the Board of Directors responsible for administering the Plans. Under the Plans, the committee may grant
either incentive or nonqualified stock options with a term not to exceed ten years from the grant date and at an exercise price
that the committee may determine. Options granted under the Plans vest 75% after three years and 100% after four years from
the date of grant and expire after ten years.

A summary of the stock option activity for the years ended December 31, 2002 and 2003 is as follows:

Weighted Average
Shares Exercise Price
Outstanding, December 31, 2001................ 1,246,000 $18.34
GIANLED 1eorvvviririreirrerer e et e nes 10,000 $ 30.40
Forfeited....c.oooveimieirereeeee e evenns (39,750) $23.73
EXErcised....oooovrvieciiicvireeeere e e (600.844) $16.28
Outstanding, December 31, 2002................ 615,406 $2021
GIANtEd ...ovveeiiiirren et reans 633,000 $28.96
FOTTEIEd. o vvvvere oo seeosseseesereeres (73,500) $29.36
EXercised........ccocovivriminorernicireioeeniensneaens (225.256) $16.24

Outstanding, December 31, 2003............... 949,650 $2245
Shares available for future issuance
at December 31,2003 ........cccoeeveeirverenne 1,224,250
At December 31, 2002 and 2003 there were 104,344 and 211,444, respectively, exercisable outstanding stock options with a

weighted average exercise price of $16.28 per share and $16.44 per share, respectively.

The weighted average estimated fair value of the options granted at their grant date using the Black-Scholes option-pricing
model was as follows:

2001 2002 2003

Weighted average fair value of

options granted: $18.29 $15.19 $10.96
Assumptions made:

Expected volatility...........c....... 45% 39% 38%

Risk free interest rate................ 5.00% 3.54% 2.99%

Expected life......cooecevirnenene. 8 years 8 years 5 years

Dividend yield.........ccooceeveeene. 0% 0% 0%
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The dividend yield reflected the assumption at that time that no payout would be made in the foreseeable future. The expected
life is an estimate established at the date of grant and is not necessarily indicative of exercise patterns which may, in fact,
occur. The weighted average remaining contractual life of the outstanding options at December 31, 2003 was 7.9 years.

Prior to January 1, 2003 we applied Accounting Principles Board Opinion No. 25, “Accounting for Stock Issued to
Employees,” and related interpretations in accounting for our stock option plan. Accordingly, no compensation expense was
recognized where the exercise price equals or exceeds the market price of the underlying stock on the date of grant.

Effective January 1, 2003 we adopted the fair value recognition provisions of SFAS No. 123 in accordance with the transition
and disclosure provisions under the recently issued SFAS No. 148, “Accounting for Stock Based Compensation — Transition
and Disclosure”.

If we had elected for 2001 and 2002 to account for our stock options under the fair value method of SFAS No. 123
“Accounting for Stock Based Compensation,” our net income and net income per share would have been reduced to the pro
forma amounts indicated below:

2001 2002

Net income (in thousands):

Asreported ....c.ccoovverniennenann. $ 61,098 $ 53,312

Pro forma.....ccceovvvvervnnrennenn. $59,318 $ 52,614
Net income per share — Basic

Asreported .......coceveiininnee $ 2.06 $ 177

Pro forma........ccoovecrveccninnis § 200 $ 174
Net income per share — Diluted

Asreported ...oovevecrcercrinnne $ 203 § 176

Pro forma......ccvvvervrcrrirenas $ 197 $ 173

Stock Repurchase Program

In 1999 the Board of Directors established the Stock Repurchase Program through which we have been authorized to purchase
up to $9 million of our class A common stock. We completed the Stock Repurchase Program during the first quarter of 2001
and on March 2, 2001 the Board of Directors authorized the repurchase of an additional $3 million of our class A common
stock. On September 17, 2001 the Board of Directors raised the amount authorized to repurchase shares to $10 million. In
2002 the Board of Directors raised the amount authorized by $5 million in July and an additional $10 million in December.
We also repurchased 300,000 shares of our class B common stock held by GGCP, our parent, which was converted to class A
common stock in December 2002 at $28.20 per share and an aggregate cost of $8.46 million. The repurchase of these shares
are not included in determining the total dollars available under the Stock Repurchase Program. There remains $12.1 million
available under this program at December 31, 2003. Under the program we have repurchased 877,348 shares at an average
price of $24.78 per share and an aggregate cost of $21.7 million through December 31, 2003.

Shelf Registration
On December 28, 2001, we filed a “shelf” registration statement registering $400 million in aggregate amount of debt and
other securities. The issuance of the mandatory convertible securities used $180 million and the issuance of the 5.5% Senior

Notes used $100 million of the shelf registration leaving $120 million for future use. Such securities may be issued as debt
securities, trust preferred securities or class A common stock.
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Exchange of Common Stock for Minority Stockholders’ Interests in Subsidiary

In May 2001, the Board of Directors, in an effort to simplify our capital structure, authorized an offer to exchange four shares
of our class A common stock for each share of Common Stock of our majority owned subsidiary GSI we did not already own.
Under the terms of the exchange offer, which ended on August 31, 2001, all shares of Gabelli issued were restricted from sale
for two years from the date of issuance. In connection with this offer we issued 400,504 shares of our class A common stock
held in treasury and increased our ownership interest in GSI from 77% to 92%. The transaction was accounted for under the
purchase method of accounting. The cost in excess of net assets acquired was approximately $3.5 million and has been
included in intangible assets.

Certain shareholders of GSI are required to sell, upon disassociation with us, their shares to GSI at book value (approximately
$2.1 million at December 31, 2003).

G, Capital Lease

We lease office space from a company owned by stockholders of GGCP. We have recorded a capital lease asset and liability
for the fair value of the leased property. Amortization of the capital lease is computed on the straight-line method over the
term of the lease, which expires on April 30, 2013. The lease provides that all operating expenses relating to the property
(such as property taxes, utilities and maintenance) are to be paid by the lessee, Gabelli.

Future minimum lease payments for this capitalized lease at December 31, 2003 are as follows:

(In thousands)

2004 ... $ 765
2005 et 765
2006.....cooeiiiieceeee s 765
2007 ..ot ans 765
2008 ittt 765
Thereafter ..o 3315
Total minimum obligations .................... 7,140
INterest....c.coivvieirricrieccree e e 1,908
Present value of net obligations ............. $5,232

Lease payments under this agreement amounted to approximately $720,000 and $756,000 for each of the years ended
December 31, 2002 and 2003, respectively. Future minimum lease payments have not been reduced by related minimum
future sublease rentals of approximately $260,000, of which approximately $103,000 is due from an affiliated entity. Total
minimum obligations exclude the operating expenses to be borne by us, which are estimated to be approximately $650,000 per
year.

H. Commitments

We rent office space under leases which expire at various dates through May 2008. Future minimum lease commitments under
these operating leases as of December 31, 2003 are as follows:

(In thousands)

2004 .......... $ 486
2005.......... 425
2006 .......... 334
2007 ... 168
2008 .......... 21
Thereafter.. -

$ 1434

Equipment rentals and occupancy expense amounted to approximately $1,656,000, $1,165,000 and $1,143,000, respectively,
for the years ended December 31, 2001, 2002 and 2003,
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I. Related Party Transactions

We serve as the investment adviser for the Funds and earn advisory fees based on predetermined percentages of the average
net assets of the Funds. In addition, Gabelli & Company has entered into distribution agreements with each of the Funds. As
principal distributor, Gabelli & Company incurs certain promotional and distribution costs related to the sale of Fund shares,
for which it receives a fee from the Funds or reimbursement from the investment adviser. Gabelli & Company eams a majority
of its commission revenue from transactions executed on behalf of clients of affiliated companies.

We had an aggregate investment in the Funds of approximately $342,153,000 and $475,384,000 at December 31, 2002 and
2003, respectively, of which approximately $305,339,000 and $378,637,000 is invested in money market mutual funds at
December 31, 2002 and 2003, respectively.

Prior to the Reorganization, we were required to pay the Chairman a management fee, which was equal to 20% of the pretax
profits of each of our operating divisions before consideration of this management fee. Immediately preceding the Offering
and in conjunction with the Reorganization, Gabelli and our Chairman entered into an Employment Agreement. We have an
Employment Agreement with our Chairman, which provides that we will pay the Chairman 10% of our aggregate pre-tax
profits while he is an executive of Gabelli and devoting the substantial majority of his working time to the business of Gabelli.
The Employment Agreement further provided that we pay the Chairman $50 million on January 2, 2002. The management
fee was approximately $11,325,000, $9,533,000, and $9,002,000 for the years ended December 31, 2001, 2002 and 2003,
respectively. The Chairman also received portfolio management compensation and account executive fees of approximately
$35,790,000, $28,195,000, and $28,618,000, respectively, for the years ended December 31, 2001, 2002 and 2003, which
have been included in compensation costs.

We had approximately $1,216,000 in various notes receivable (including accrued interest) outstanding at December 31, 2001
from certain executive officers and employees in connection with the acquisition of ownership interests in our various
subsidiaries and affiliates. Interest rates on these notes ranged from 5% to 10%. All employee notes receivable (including
accrued interest) were repaid in full during 2002.

J. Financial Requirements

As a registered broker-dealer, Gabelli & Company is subject to Uniform Net Capital Rule 15¢3-1 (the “Rule”) of the
Securities and Exchange Commission. Gabelli & Company computes its net capital under the alternative method permitted by
the Rule which requires minimum net capital of $250,000. We have consistently met or exceeded this requirement.

In connection with the registration of our subsidiary, Gabelli Asset Management (UK) Limited with the Financial Services
Authority we are required to maintain a minimum Liquid Capital Requirement of £267,000, ($475,000 at December 31, 2003)
and an Own Funds Requirement of €50,000 ($63,000 at December 31, 2003). We have consistently met or exceeded these
requirements.

K. Administration Fees

We have entered into administration agreements with other companies (the “Administrators”), whereby the Administrators
provide certain services on behalf of several of the Funds. Such services do not include the investment advisory and portfolio
management services provided by Gabelli. The fees are negotiated based on predetermined percentages of the net assets of
each of the Funds.

L. Profit Sharing Plan and Incentive Savings Plan
We have a qualified contributory employee profit sharing plan and incentive savings plan covering substantially all
employees. Company contributions to the plans are determined annually by the Board of Directors but may not exceed the

amount permitted as a deductible expense under the Internal Revenue Code. We accrued contributions of approximately
$60,000, $50,000 and $63,000, to the plans for the years ended December 31, 2001, 2002 and 2003, respectively.
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M. Derivative Financial Instruments

In 2002 our trading activities included transactions in domestic equity index futures contracts and foreign-currency contracts.
These financial instruments represent future commitments to purchase or sell an underlying index or currency for specified
amounts at specified future dates. Such contracts create off-balance sheet risk for us as the future satisfaction of these
contracts may be for amounts in excess of the amounts recognized in the consolidated statements of financial condition.

In connection with these activities, we incurred gains of approximately $122,000, during the year ended December 31, 2002.
There were no gains or losses for the years ended December 31, 2001 and 2003. Such gains and losses were reflected as part
of net gain from investments in the consolidated statements of operations.

N. Quarterly Financial Information (Unaudited)

Quarterly financial information for the years ended December 31, 2003 and 2002 is presented below.

2003 Quarter

(in thousands, except per share data) 1st 2nd 3rd 4th Full Year
REVENUES ..ot $ 46,053 $ 47,956 $ 51,823 $ 61,605 $ 207,437
Operating income (2)........coccovvrervenee 18,009 18,502 21,596 25,609 83,716
Net income ........ccorveeenmcceveniniccninnns 9,327 11,557 12,302 16,658 49,844
Net income per share:

BasiC..coccovierrice e 0.31 0.38 041 0.55 1.66

Diluted.......cccoovvcvcnnrriirneenn, 0.31 0.38 041 0.54 1.65

2002 Quarter

Revenues........cccovciieenenccrncnnecnnnnn, $ 58,032 $ 57,402 $ 47,320 $ 47,205 $ 209,959
Operating income (a)......c.ccccveveennen. 28,117 26,869 22,275 21,934 99,195
Net iNCOME ...ooerireirrceicicrenrecanene 15,389 13,941 11,493 12,489 53,312
Net income per share:

BasiC..c.ocreiireneee i 0.51 0.46 0.38 0.42 1.77

Diluted.......ccoccvreneinnicreriencanen 0.51 0.46 0.38 0.41 1.76

(a) Excludes management fee expense which is based on income before income taxes and minority interest.

O. Subsequent Events

In January 2004, the Board of Directors of GSI, our majority owned subsidiary, authorlzed a dividend of $50 per share which
was paid on March 15, 2004 to shareholders of record on March 1, 2004,
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ITEM 9: CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

Not applicable.
ITEM 9A: CONTROLS AND PROCEDURES

Within the 90-day period prior to the filing of this report, an evaluation was carried out under the supervision and with the
participation of our management, including our Chief Executive Officer and Chief Accounting Officer, of the effectiveness of
the design and operation of our disclosure controls and procedures (as defined in Rule 13a-14(c) under the Securities
Exchange Act of 1934). Based upon that evaluation, the Chief Executive Officer and Chief Accounting Officer concluded
that the design and operation of these disclosure controls and procedures were effective. No significant changes were made in
our internal controls or in other factors that could significantly affect these controls subsequent to the date of their evaluation,

PART IIT
ITEM 10: DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

Information regarding the Directors and Executive Officers of Gabelli and compliance with Section 16(a) of the Securities
Exchange Act of 1934 is incorporated herein by reference from the sections captioned “Election of Directors”, “Information
Regarding Executive Officers”, “Section 16(a) Beneficial Ownership Reporting Compliance” in our definitive proxy
statement for our 2004 Annual Meeting of Shareholders (the “Proxy Statement”).

Gabelli has adopted a Code of Business Conduct (the “Code of Conduct™) that applies to our principal executive officer,
principal financial officer, principal accounting officer or controller, or persons performing similar functions. The Code of
Conduct is posted on our website (www.gabelli.com) and available in print free of charge to any shareholder who requests a
copy. Interested parties may address a written request for a printed copy of the Code of Conduct to: Secretary, Gabelli Asset
Management Inc., One Corporate Center, Rye, New York 10580-1422. We intend to satisfy the disclosure requirement
regarding any amendment to, or a waiver of, a provision of the Code of Conduct by posting such information on our website.

ITEM 11: EXECUTIVE COMPENSATION

The information set forth under the captions “Compensation of Executive Officers” and “Election of Directors —
Compensation of Directors” in the Proxy Statement is incorporated herein by reference.

ITEM 12: SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The information set forth under the caption “Certain Ownership of Gabelli’s Stock” in the Proxy Statement is incorporated
herein by reference.

ITEM 13: CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The information set forth under the caption “Certain Relationships and Related Transactions” in the Proxy Statement is
incorporated herein by reference.

ITEM 14: PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information set forth under the caption “Independent Accountants” in the Proxy Statement is incorporated herein by
reference. :
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PART IV

Item 15: Exhibits, Financial Statement Schedules, and Reports on Form 8-K

(a) List of documents filed as part of this Report:

@

@)

3)

Exhibit
Number

Consolidated Financial Statements and Independent Auditors' Report included herein:
See Index on page F-1

Financial Statement Schedules:
Financial statement schedules are omitted as not required or not applicable or because the

information is included in the Financial Statements or notes thereto.

List of Exhibits:

Description of Exhibit

3.1

32

4.1

4.2

43

4.4

4.5

4.6

4.7

4.8

4.9

Restated Certificate of Incorporation of the Company. (Incorporated by reference to Exhibit 3.2 to Amendment
No. 4 to the Company's Registration Statement on Form S-1 (File No. 333-51023) filed with the Securities and
Exchange Commission on February 10, 1999).

Amended Bylaws of the Company. (Incorporated by reference to Exhibit 3.4 to Amendment No. 4 to the
Company's Registration Statement on Form S-1 (File No. 333-51023) filed with the Securities and Exchange
Commission on February 10, 1999).

Specimen of class A common stock Certificate. (Incorporated by reference to Exhibit 4.1 to Amendment No. 3 to
the Company's Registration Statement on Form S-1 (File No. 333-51023) filed with the Securities and Exchange
Commission on January 29, 1999).

Promissory Note, dated August 14, 2001, of the Company (Incorporated by reference to Exhibit 1.2 to the
Company's Form 10-Q/A for the quarter ended September 30, 2001 filed with the Securities and Exchange
Commission on November 16, 2001) and as amended (Incorporated by reference to Exhibit 4.2 to the Company's
Form 10-Q for the quarter ended June 31, 2003 filed with the Securities and Exchange Commission on August 14,
2003).

Indenture, dated as of February 6, 2002, between Gabelli Asset Management Inc. and The Bank of New York, as
Trustee. (Incorporated by reference to Exhibit 4.1 to the Company's Report on Form 8-K dated February 8, 2002
filed with the Securities and Exchange Commission on February 8, 2002).

First Supplemental Indenture, dated as of February 6, 2002, between Gabelli Asset Management Inc. and The
Bank of New York, as Trustee. (Incorporated by reference to Exhibit 4.2 to the Company's Report on Form 8-K
dated February 8, 2002 filed with the Securities and Exchange Commission on February 8, 2002).

Form of Note (included in Exhibit 4.4). (Incorporated by reference to Exhibit 4.3 to the Company's Report on
Form 8-K dated February 8, 2002 filed with the Securities and Exchange Commission on February 8, 2002).
Purchase Contract Agreement, dated as of February 6, 2002, between Gabelli Asset Management Inc. and The
Bank of New York, as Purchase Contract Agent. (Incorporated by reference to Exhibit 4.4 to the Company's
Report on Form 8-K dated February 8, 2002 filed with the Securities and Exchange Commission on February §,
2002).

Form of Income PRIDES Certificate (included in Exhibit 4.6). (Incorporated by reference to Exhibit 4.5 to the
Company's Report on Form 8-K dated February 8, 2002 filed with the Securities and Exchange Commission on
February 8, 2002).

Form of Growth PRIDES Certificate (included in Exhibit 4.6). (Incorporated by reference to Exhibit 4.6 to the
Company's Report on Form 8-K dated February 8, 2002 filed with the Securities and Exchange Commission on
February 8, 2002).

Pledge Agreement, dated as of February 6, 2002, among Gabelli Asset Management Inc., JPMorgan Chase Bank,
as Collateral Agent, and The Bank of New York, as Purchase Contract Agent. (Incorporated by reference to
Exhibit 4.7 to the Company's Report on Form 8-K dated February 8, 2002 filed with the Securities and Exchange
Commission on February 8, 2002).
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4.10

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

12.1
21.1
231
24.1
311
31.2
32.1

32.2

Remarketing Agreement, dated as of February 6, 2002, among Gabelli Asset Management Inc., The Bank of New
York, as Purchase Contract Agent, and Memill Lynch & Co., Merrill Lynch, Pierce, Fenner & Smith
Incorporated, as Remarketing Agent. (Incorporated by reference to Exhibit 4.8 to the Company's Report on Form
8-K dated February 8, 2002 filed with the Securities and Exchange Commission on February 8, 2002).
Management Services Agreement between the Company and GFI dated as of February 9, 1999. (Incorporated by
reference to Exhibit 10.1 to Amendment No. 4 to the Company's Registration Statement on Form S-1 (File No.
333-51023) filed with the Securities and Exchange Commission on February 10, 1999).

Tax Indemnification Agreement between the Company and GFI. (Incorporated by reference to Exhibit 10.2 to
Amendment No. 4 to the Company's Registration Statement on Form S-1 (File No. 333-51023) filed with the
Securities and Exchange Commission on February 10, 1999). .

Lock-Up Agreement between the Company and GFI. (Incorporated by reference to Exhibit 10.3 to Amendment
No. 4 to the Company's Registration Statement on Form S-1 (File No. 333-51023) filed with the Securities and
Exchange Commission on February 10, 1999).

Gabelli Asset Management Inc. 1999 Stock Award and Incentive Plan. (Incorporated by reference to Exhibit 10.4
to Amendment No. 4 to the Company's Registration Statement on Form S-1 (File No. 333-51023) filed with the
Securities and Exchange Commission on February 10, 1999).

Gabelli Asset Management Inc. 1999 Annual Performance Incentive Plan. (Incorporated by reference to Exhibit
10.5 to Amendment No. 4 to the Company's Registration Statement on Form S-1 (File No. 333-51023) filed with
the Securities and Exchange Commission on February 10, 1999).

Employment Agreement between the Company and Mario J. Gabelli. (Incorporated by reference to Exhibit 10.6
to Amendment No. 4 to the Company's Registration Statement on Form S-1 (File No. 333-51023) filed with the
Securities and Exchange Commission on February 10, 1999). ‘

Registration Rights Agreement, dated August 14, 2001, between the Company and Cascade Investment LLC.
(Incorporated by reference to Exhibit 4.1 to the Company’s Form 10-Q/A for the quarter ended September 30,
2001 filed with the Securities and Exchange Commission on November 16, 2001).

FIRST AMENDMENT, dated as of July 1, 2003, to the Note Purchase Agreement, dated as of August 10, 2001
by and among Cascade Investment LL.C, a Washington limited liability company, Gabelli Asset Management Inc.,
a New York corporation, Mario J. Gabelli , Gabelli Group Capital Partners, Inc., a New York corporation and
Rye Holdings, Inc., a New York corporation and Rye Capital Partners, Inc. (Incorporated by reference to Exhibit
4.1 to the Company's Form 10-Q for the quarter ended June 30, 2003, filed with the Securities and Exchange
Commission on August 14, 2003).

Computation of Ratios of Earnings to Fixed Charges.

Subsidiaries of the Company.

Consent of Ernst & Young, LLP.

Powers of Attorney (included on page II-3 of this Report).

Certification of CEO pursuant to Rule 13a-14(a).

Certification of CAO pursuant to Rule 13a-14(a).

Certification of CEO pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002,

Certification of CAO pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-
Oxley Act 0£2002.

(b) Reports on Form §-K:

We filed the following Current Reports on Form 8-K during the three months ended December 31, 2003.

I. Current Report on Form 8-K dated October 15, 2003 containing the press
release disclosing our operating results for the third quarter ended September
30, 2003.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this
report to be signed on its behalf by the undersigned, thereunto duly authorized, in the City of Rye, State of New York, on
March 15, 2004.

- GABELLI ASSET MANAGEMENT INC.

By:/s/ Michael R. Anastasio
Name: Michael R. Anastasio
Title: Chief Accounting Officer

POWER OF ATTORNEY

Each person whose signature appears below hereby constitutes and appoints Michael R. Anastasio and James E. McKee and
each of them, his true and lawful attorney-in-fact and agent with full power of substitution and resubstitution, for him in his
name, place and stead, in any and all capacities, to sign any and all amendments to this report and to file the same, with all
exhibits thereto, and other documents in connection therewith, with the Securities and Exchange Commission, and hereby
grants to such attorney-in-fact and agent full power and authority to do and perform each and every act and thing requisite and
necessary to be done, as fully to all intents and purposes as he might or could do in person, hereby ratifying and confirming all
that said attorney-in-fact and agent or his substitute or substitutes may lawfully do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed by the following persons in
the capacities and on the dates indicated.

Signature Title : Date
l /s/ Mario J. Gabelli Chairman of the Board, March 15, 2004
Mario J. Gabelli Chief Executive Officer

and Chief Investment Officer
(Principal Executive Officer)

{s/ Michael R. Anastasio Chief Accounting Officer March 15, 2004
Michael R. Anastasio (Principal Financial Officer and
Principal Accounting Officer)

/s/ _Raymond C. Avansino Director March 15, 2004
Raymond C. Avansino

/s/ _John C. Ferrara Director March 15, 2004
John C. Ferrara 4

/s/ _John D. Gabelli Director March 15, 2004
John D. Gabelli

/s/__Paul B. Guenther ) Director March 15, 2004
Paul B. Guenther

[s/ _Eamon M. Kelly Director March 15, 2004
Eamon M. Kelly

{s/ _Karl Otto Pshl Director . March 15, 2004
Karl Otto Pshl

/s/ _Frederic V. Salerno Director March 15, 2004
Frederic V. Salerno :

/s/ _Vincent Tese Director March 15, 2004
Vincent Tese
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Exhibit 12.1

Computation of Ratios of Earnings to Fixed Charges

_ The following table sets forth certain information regarding our consolidated ratio of earnings to fixed charges for the five-
year period ended December 31, 2003.

Year Ended December 31,
1999 2000 2001 2002 2003
Ratio of earnings to fixed
charges (a) ....oococvrreenine 9.9 (b) 26.7 17.0 R.1 6.4

(a) These ratios were calculated by dividing the sum of fixed charges into the sum of earnings before taxes and fixed

charges. Fixed charges for these purposes consist of all interest expense and the approximate portion of rental
expense representing interest.

(b) Earnings include a non-recurring charge related to the note payable of $30.9 million, net of income tax benefit.
Excluding this charge, the ratio of earnings to fixed charges would have been 21.0 for 1999.



Exhibit 21.1

Subsidiaries of Gabelli Asset Management Inc.

The following table lists the direct and indirect subsidiaries of Gabelli Asset Management Inc. (the “Company”). In
accordance with Item 601 (21) of Regulation S-K, the omitted subsidiaries considered in the aggregate as a single subsidiary
would not constitute a “significant subsidiary” as defined under Rule 1-02(w) of Regulation S-X.

Jurisdiction of
Incorporation or

Name Organization
Gabelli Funds, LLC New York
(100%-owned by the Company)

GAMCO Investors, Inc. New York
(100%-owned by the Company)

Gabelli Fixed Income, Inc. New York
(100%-owned by the Company)

Gabelli Asset Management (UK) Limited United Kingdom
(100%-owned by the Company)

Gabelli Securities, Inc. Delaware
(92.1%-owned by the Company) ’
Gabelli Advisers, Inc. Delaware
(41.8%-owned by the Company)

Gabelli & Company, Inc. New York
(100%-owned by Gabelli Securities, Inc:)

Gabelli Direct, Inc. Delaware
(100%-owned by Gabelli Securities, Inc.)

Gabelli & Partners LLC Delaware
(100%-owned by Gabelli Securities, Inc.)

Gabelli Fixed Income L.L.C. Delaware
(80.1%-owned by Gabelli Fixed Income, Inc.)

Gabelli Fixed Income Distributors, Inc. Delaware

(100%-owned by Gabelli Fixed Income L.L.C.)



Exhibit 23.1

CONSENT OF INDEPENDENT AUDITORS

We consent to the incorporation by reference in the Registration Statements on Form S-3 (Nos. 333-74676 and 333-102935)
of Gabelli Asset Management Inc. and in the related Prospecti of our report dated March 11, 2004, with respect to the
consolidated financial statements and schedules of Gabelli Asset Management Inc. included in this Annual Report (Form 10-
K) for the year ended December 31, 2003. ‘

We also consent to the incorporation by reference in the Registration Statement on Form S-8 (No. 333-76748) pertaining to
the 1999 Stock Award and Incentive Plan of Gabelli Asset Management Inc. of our report dated March 11, 2004, with respect
to the consolidated financial statements and schedules of Gabelli Asset Management Inc. included in this Annual Report
(Form 10-K) for the year ended December 31, 2003.

/s/ Emst & Young LLP

New York, New York
March 15, 2004



Exhibit 31.1

Certifications

I, Mario J. Gabelli, certify that:

L.

I have reviewed this annual report on Form 10-K of Gabelli Asset Management Inc.;

2.

5.

Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit
to state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by this annual report;

Based on my knowledge, the financial statements, and other financial information included in this annual
report, fairly present in all material respects the financial condition, results of operations and cash flows of
the registrant as of, and for, the periods presented in this annual report;

The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant and we
have:

a)

b)

c)

designed such disclosure controls and procedures to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this annual report is being prepared;

evaluated the effectiveness of the registrant’s disclosure controls and procedures as of a date within 90
days prior to the filing date of this annual report (the “Evaluation Date”); and

presented in this annual report our conclusions about the effectiveness of the disclosure controls and
procedures based on our evaluation of the disclosure controls and procedures based on our evaluation as
of the Evaluation Date;

The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation, to the
registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the
equivalent function):

a)

b)

all significant deficiencies in the design or operation of internal controls which could adversely affect
the registrant’s ability to record, process, summarize and report financial data and have identified for
the registrant’s auditors any material weaknesses in internal controls; and

any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal controls; and

The registrant’s other certifying officers and I have indicated in this annual report whether or not there were
significant changes in internal controls or in other factors that could significantly affect internal controls
subsequent to the date of our most recent evaluation, including any corrective actions with regard to significant
deficiencies and material weaknesses.

By: {s/__Mario J. Gabelli
Mario J. Gabelli
Chief Executive Officer

Date:  March 15, 2004

N



Exhibit 31.2
Certifications

I, Michael R. Anastasio, certify that:

1.

I have reviewed this annual report on Form 10-K of Gabelli Asset Management Inc.;

2.

5.

Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit
to state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by this annual report;

Based on my knowledge, the financial statements, and other financial information included in this annual
report, fairly present in all material respects the financial condition, results of operations and cash flows of
the registrant as of, and for, the periods presented in this annual report;

The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules13a-14 and 15d-14) for the registrant and we

have:

a.) designed such disclosure controls and procedures to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this annual report is being prepared;

b) evaluated the effectiveness of the registrant’s disclosure controls and procedures as of a date within
90 days prior to the filing date of this annual report (the “Evaluation Date™); and

c) presented in this annual report our conclusions about the effectiveness of the disclosure controls

and procedures based on our evaluation of the disclosure controls and procedures based on our
evaluation as of the Evaluation Date;

The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation, to the
registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the
equivalent function):

a) all significant deficiencies in the design or operation of internal controls which could adversely affect
the registrant’s ability to record, process, summarize and report financial data and have identified for
the registrant’s auditors any material weaknesses in internal controls; and

¢) any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal controls; and

The registrant’s other certifying officers and I have indicated in this annual report whether or not there were
significant changes in internal controls or in other factors that could significantly affect internal controls
subsequent to the date of our most recent evaluation, including any corrective actions with regard to significant
deficiencies and material weaknesses.

By: /s/ _Michael R. Anastasio
Michael R. Anastasio
Chief Accounting Officer

. Date: March 15,2004



Exhibit 32.1

Certification of CEO Pursuant to
18 U.S.C. Section 1350,
as Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Annual Report on Form 10-K of Gabelli Asset Management Inc.(the “Company”) for the year ended
December 31, 2003 as filed with the Securities and Exchange Commission on the date hereof (the "Report”), Mario J. Gabelli,
as Chief Executive Officer of the Company, hereby certifies, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of
the Sarbanes-Oxley Act of 2002, that, to the best of his knowledge:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of
1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and
results of operations of the Company.

/s/ _Mario J. Gabelli

Name: Mario J. Gabelli

Title: Chief Executive Officer
Date: March 15, 2004

This certification accompanies the Report pursuant to § 906 of the Sarbanes-Oxley Act of 2002 and shall nof, except to the
extent required by the Sarbanes-Oxley Act of 2002, be deemed filed by the Company for purposes of §18 of the Securities
Exchange Act of 1934, as amended.



Exhibit 32.2

Certification of CAO Pursuant to
18 U.S.C. Section 1350,
N as Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Annual Report on Form 10-K of Gabelli Asset Management Inc. (the “Company”) for the year ended
December 31, 2003 as filed with the Securities and Exchange Commission on the date hereof (the "Report"), Michael R.
Anastasio, as Chief Accounting Officer of the Company, hereby certifies, pursuant to 18 U.S.C. § 1350, as adopted pursuant
to § 906 of the Sarbanes-Oxley Act of 2002, that, to the best of his knowledge:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of
1934; and » ’

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and
results of operations of the Company.

/s/ _Michael R. Anastasio
Name: Michde] R. Anastasio
Title: Chief Accounting Officer
Date: March 15, 2004

This certification accompanies the Report pursuant to § 906 of the Sarbanes-Oxley Act of 2002 and shall not, except to the
extent required by the Sarbanes-Oxley Act of 2002, be deemed filed by the Company for purposes of §18 of the Securities
Exchange Act of 1934, as amended.



